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WEDNESDAY, APRIL 20, 1955 


UNITED STATES SENAT! 
COMMITTEE ON BANKING AND CURRENCY, 
SUBCOMMITTEE ON HovusINaG, 
Wash ington, ED .4 

The subcommittee met, pursuant to call, in room 301, Senate Office 
Building, at 10:35 a. m., Senator John Sparkman (chairman of the 
subcommittee) presiding. 

Present: Senators Sparkman, Monroney, Capehart, Ives, and 
Payne. 

Senator SpPARKMAN. The two bills we will take up now are S. 1575 
and S. 1645, covering the same subject matter. Also we have some 
reports from the Housing and Home Finance Agency and the Veterans’ 
Administration. 

S. 1575 and S. 1645 and the reports follow :) 


S. 1575, 84th Cong., Ist sess 


4 BII l'o amend section 304 of title III of the National Housing Act, as ar led, to provide for extension 
of certain purchase contracts of the Federal National Mortg Association 


Be zt enacted by the Senate and House of Repre Sentalives of the United States of 
1merica in Congress assembled, That section 304 of title III of the National Hous- 
ing Act, as amended, is hereby amended by adding at the end thereof the following 
new subsection: 

‘‘(e) Purchase contracts issued by the Association between July 1, 1953, and 
July 1, 1954, inclusive, and outstanding on the date of enactment of this sub- 
section, are hereby extended for one year from the dates of expiration provided 
in such contracts. If the holder of any purchase contract, issued during such 
period and not outstanding on the date of enactment of this subsection, failed to 
fully exercise his right to sell mortgages thereunder solely because of his inability 
to deliver such mortgages prior to the expiration of his contract, such contract is 
hereby extended for one year from the date of enactment of this subsection: 
Provided, That no holder of any such expired contract shall be permitted to sell 
mortgages to the Association in a total principal amount exceeding the amount 
specified in such expired contract.” 


5S. 1645, 84th Cong., Ist sess 


4 BILL To permit certain holders of mortgage purchase contracts with the Federal National Mortgage 
Association to exercise their rights under such contracts for additional periods of not to exceed ninety days 


Be it enacted by the Senate and House of Re presentatives of the United States of 
America in Congress assembled, That the Federal National Mortgage Association 
shall grant to any holder of a mortgage purchase contract, entered into with the 
Association between June 30, 1953, and July 1, 1954, a reasonable period (not to 
exceed ninety days), in addition to the time provided in such contract and without 
regard to whether such time las expired, in which such holder may exercise his 
right under such contract to sell to the Asscciation mortgages held by him, if the 
Association shall determine, upon the basis of a timely application filed with it 
by such holder, that the failure of such holder tc fully exercise his right under 
such contract within the time allowed was not due to any unreasonable neglect 
on his part. 
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IioUSING AND Home FINANCE AGENCY, 
OFFICE OF THE ADMINISTRATOR, 
Was/ io ) ( | ls [ Ww 





] 
Re S. 1575. R4th ( 
H J). W. FuLBRIGAT, 
{ ! Lo if 0 Bai g and Cu enc, 
f Washington 25, D. ¢ 
I I Vr} S Is t piv t Vol ietter of March 
iews of this Agen on S. 1575. a bill to amend 
4 \ , ti sing Act TO eN id certain pu hase contract f 
Nat il] Mortgage Association entered into under the so-called one- 
ul i the Housing Amendments of 1953. The bill 
pu ise contract, outstanding on the date of enactment 
| ) date of expiration provided in the con- 
\ ! wwe contract which are no lonrer outstanding, tt 
ea i Mivatior f FNMA and make them effective 
cast Ihé older cf the contract failed to exercise his 
» se ' FNMA ‘ f rbil o Celiver 
! iT ot ' eontra 
I ~ re ty t in ha s »p cases thro n the exter 
i : ’ | { e] rf e existing FNMA 
\ r t equ sn ect url ‘ ation for t 
for ( ation b Co CSS He 
1 tions and dera ba 1 info atior 
( ish) ft riy { V¢ 1ttentior 
eC Der i i ( r-oOne pro its I he ] leral Nai 4 
i \ | wa un adi Hist! ive p i 
1 The ( nt shed purs 
| i! ploved a form eatled P 
‘ ed at Advance contract put st 
\ 71a yn tl 1terTrootk } i period 
i ‘ puret “if receipt a ( It ract I 
i i ie 1 rtgeges »> the a of ortgaces 
i I \ MA’s XIs portfol I} pul ist ( 
ENMA between October 1952 and June 1953. and the advanes 
ere issued by FNMA between Julv 1953 and June 1954 
Pu ! pts aggregating $46,432,000 were issued under the first (admin- | 
4 nd rtgages totaling $40,265,000 were purchased pursuant 
Phe o extensions of the l-year tern Purchase receipts 
£ ere not delivered to FNMA within the governing 
is ft iled $6,167,000, or about 13.3 pereent of the total. FNMA 
ve tha der the advance contract program the percentage of unused 
‘ontt ts will be somewhat less than the foregoing percentage of unused 
receipt 
Sp ( hor for the second one-for-one program, which utilized 
1 e co ’ to pu e, Was contained in Publie Law 94, 83d Congress 
ved J 0, 1953 basis on which this special authority would be 
perat bv 1 \ssociation if it were to be granted, as I explained to the con- 
VTeSSIO! co tees and approved by them and by the Congress, made it clear 
acts Y re ft be li ited to n ortgages that were delivered 
FN MA for I ist ithin | year from the date of the contracts The Senate 
{ I f I ba ill and Currency with respect to its consideration of the 


e Public Law 94, stated as follows in its report: 
Under this authority the Board of Directors of FNMA could issue purchase 
ts to institutions which bought mortgages from FNMA. Such purchase 
ithorize the holder to sell to FN MA, within 1 year’s time, an 


a 
amo f el le mortgages not exceeding the amount of those which were 
asec l;mphasis supplied 
\ccordingly, although the legislation stated that the purchase contracts should 
hy upon such terms and conditions as the Association may prescribe, 
FNMA established a l-year term in the printed form of advance contract to 
rchas The type of purchasing and selling program made possible by the 


e-for-one procedure under Public Law 94 closely resembled the administratively 
adopted purchase receipt plan inaugurated by FNMA a year earlier and, as | 
all, was endorsed at the hearings before the congressional committees by the 
off 1] representatives of the National Association of Home Builders and by 


other representatives of the home building industry. 
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Under the statute the authority to issue advance contracts was restricted i 
time to July 1, 1954, and in amount to $500 million Within the authorized 
period advance contracts were issued for $499,812,000 When mortgages wert 
purchased from FN MA’s existing portfolio, FNMA agreed to issue its advance 
contracts to a lender-mortgagee that could be either (1) the purchaser that signed 
FN MA’s mortgage sales agreement, or (2) the immediate assignee of the FNMA 
mortgages In connection with the issuance of the advance contract FNMA 
charged the lender-mortgagee a nonrefundable commitment fee of percent 
the total amount of the contract; when the lender-nortgagee subsequently sold 
nortgages to FNMA under such an advance contra t is I lired pa 
| [ and service charge of one-half of 1 per nt ort acgregat¢ 
rT hat FNM paid for the mortgages 

table summarizes the status of the advance contract program as 
otal advance racts eX] Mar. 31, 1955 $385. 809, 000 
Total expiring during April 102, 264, 000 
Total expiring during May ), 294, OOO 
Total « piring duri June 1. 445. 000 
Total 199, S12. OOO 

Total mortgages that have been purchased against ad e ( 

tracts and on hand for purchase, Apr. 1, 1955 392, 544, 000 

\dvanee contracts expiring through Apr. 1, 1955, against whic! 
rtgages were not submitted for purehase 24, $20. OOO 
Total 117, 364, 000 

fotal advance contracts against which mortgages had not 

been delivered for purchase and which had not expired 
as of Apr. 1, 1955 82, 448, 000 

Of the $114,003,000 in advance contracts expiring during April, May, and June 
1955, only $82,448,000 involve contracts as of April 1, 1955, have not 





expired or as to which mortgages have not been purchased or delivered f 
is It follows that mortgages are being delivered for purcha 


advance contracts at a rate greater than that at which the contracts were issued 

w ire, : 

Chis means also that, generally speaking, mortgages are being submitted for 
yurchase in less than the l-vear term provided by the advance contract 


The effect of extensions of the FNMA advance contracts to pureh: on 

ted in S 1575, would be to obligate FNM \’s ) irchasing authority for a far 
onger period than was co! templated at the time of enactment f eit] li 
Law 94 or Public Law 560. It would be possible, for 


i 











} example, for a le 
mortgagee to sell in the general secondary market mortgages which had been 

tended for sale to FNMA under the advance contract to purchase and, there 
after, in conjunction with extensions of FN MA’s advance: 
in similar fashion as many additional projects as could be absorbed in the general 
secondary market When such transactions were no longer possible (and if the 
idvance contract or any extension thereof ha 1 not previously ¢ | ired) the lender- 
mortgagee could then deliver the remaining mortgages to FNMA under the 
advance contract. Under such an arrangement FN MA’s advance contract to 
purchase would become a sort of “revolving commitment,”’ 
was never intended and, we are confident, is not now intended. 

FN MA’s advance contracts to purchase are free from many of the normal 
limitations that apply to the ordinary FNMA commitment contracts, and hence 
holders of the former enjoy certain positive advantages over holders of the latter 
The FNMA advance contracts provide for the purchase within 1 year of a desig- 





contracts, to finance 


a situation which 


nated dollar volume of eligible mortgages but do not identify the mortgages or in 
any way describe the properties or the locations thereof. This characteristic has 


given the lender-mortgagees that hold advance contracts a degree of freedom and 
an area of operations in the origination of mortgages for sale to FN MA that is 
hardly comparable to the ordinary commitment contract situation wherein the 
mortgages are specifically identified in advance. 

FNMA has itself received a substantial number of requests for extensions 
ranging from a period of a few days to as much as a year. Surprisingly, the great 
preponderance of the requests have been received from organizations or institu- 
tions that are not themselves the holders of the advance contracts to purchase 
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For example, of a group of 40 such requests received during a recent period, only 
3 were from lender-mortgagees that were the holders of advance contracts. The 
other 37 were from organizations such as builders, building suppliers, lumber 
dealers, or similar groups that presumably had entered into some sort of separate 
private arrangements with the lender-mortgagees that were the holders of the 
FNMA advance contracts. It may be presumed that these separate private 
arrangements provided that the lender-mortgagees would furnish the construction 
rganizations with interim financing for housing, predicated upon the ability of 
the latter to complete construction within a prescribed limited period of time that 
would enable the lender-mortgagee to deliver the mortgages to FNMA prior to 
expiration of the advance contract to purchase 
kN MA is not in any manner a party to nor bound by any of the separate private 
arrangements referred to in the preceding paragraph. It is the position of the 
sociation that any and all adjustments pertaining thereto should be between 
1@ parties concerned If the lender-mortgagees desire to extend termination 
dates of their separate private arrangements, they may do so, of course. If the 
lender-mortgagees do not desire to continue to hold the mortgages, the mortgages 
could be sold i general secondary market or otherwise handled, as pointed 
ut later on in this letter. As was a'so pointed out previously, lender-mortgagees, 
generally, have not requested FNMA to extend their advance contracts to 
purchase 


+} 


, +} 
r 


At the beginning of the program in July 1953, institutions interested in obtaining 
KN MA’s advance contracts to purchase were informed, both in the advance 
contract itself (FNMA Form 260) and in FN MA’s instructions to lender-mort- 
gagees that might become holders of advance contracts, that the mortgages must 
be delivered to FNMA within 1 vear of the date of the advance contracts. If 
any lender-mortgagee doubted that FN MA intended to apply a literal interpreta- 
tion to that provision the doubt could easily have been resolved before the lender- 
mortgagee obtained a volume of contracts beyond its ability to submit mortgages 
for purchase. We think that fh NMA properly assumed that builders, prior to 
their having entered into any separate private arrangements with the lender- 
mortgagees that held FN MA advance contracts, had become thoroughly familiar 
with the problems involved, and had determined that the contemplated housing 
could be constructed and that the related mortgage loans could be closed and 
made ready for delivery within the period provided for in the separate private 
arrangements 

In endeavoring to justify requests for extensions of the FNMA advance con- 
tracts, reference has been made to what builders have called processing delays by 
he Federal Housing Administration and the Veterans’ Administration. FN MA’s 
experience over a term of years had indicated that a l-vear FNMA commitment 
provides ample time to lender-mortgagees (and to builders) in connection with 
the production of 1- to 4-family housing when all parties have proceeded with 
diligence. This record of experience with the 1-year term in normal commitment 
contracts has encompassed a number of periods when both FHA and VA were 
burdened by very substantial processing backlogs. 

In no specific request for an extension that has come to the attention of the 
Agency under the advance contract program has it been shown that, commenc- 
ing within a reasonable time after the issuance of the FNMA advance contract, 
all parties have continuously proceeded with diligence. Even though most of the 
outstanding advance contracts held by lender-mortgagees will expire in the near 
future, we have in some cases been informed by builders that at the present time 
some of the housing is in various early stages of construction, and in certain 
instances construction has not even been started. These builders apparently hope 
that the periods provided for in their separate private arrangements with the 
ender-mortgagees would be extended if, in turn, FN MA were to extend the periods 
of the FNMA advance contracts held by the lender-mortgagees. FNMA, in de- 
clining to extend the periods, has pursued a consistent policy and practice adopted 
several vears ago in connection with commitments relating to all housing that 
does not partake of a defense or disaster character (except multifamily mortgage 
eases 

Many builders or allied organizations have complained of monetary losses they 
will suffer by reason of the fees they have paid ‘‘for the 1-for-1 contracts.” Pre- 
sumably, their true reference is to the fees paid by them in connection with the 
separate private arrangements referred to earlier—certainly no exorbitant fees 
were paid to or received by the Federal National Mortgage Association. FNMA 
uniformly required lender-mortgagees that desired to obtain advance contracts to 
purchase to pay to FNMA a commitment fee of 1 percent of the amount of the 


advance contract 
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1 number! of t iilders may ave i ( ‘ 
truction of housing, during a | ed pel ir bev I 
ib Others may have delaved in obtaining ell tial sey ‘ 
ri ts with lender-mortgagees, or in beg! ! constructi and 
ne ves unable for a variety of reasons to eff mely compl 
rf ‘ s Your committee will want to co ler hether it is desi 
able to hold harmless those investors or builders who, as a result of adverse r- 
cumstances or, in some cases, conceivably as a result of an error of judgment 
isadventur or otherwise, have overextended themselves or have iscaicuiated 
heir ability t« prod ice ave overestimated the den i wd the apacity 
f the community to absorb, a particular volume of housing wit the period of 
ime stipulated 
Pursuant to section 306 of the National Housing Act, as amended by e Hous 
gy Act of 1954, the Association's obligations to purchase rigages pursuant to 
outstanding advance contracts to purchast became part f the Association’s 
lidating functions The enactment of S 1575 would erve to prolong ¢ 
purchasing progran of the Association under its liquidating f tions for as £ 
a vear after enactment of the px nding bill, and FNMA would be required 
vorrow from the Treasury the funds needed to purchase mortgages that other ‘ 
ould not be delive red except as a consequence Ol the proposed exte sions 
It is, we think, worthy of note that although lender-mortgagees that hold 
KFNMA’s advance contracts may in occasional instances be unable to deliver 
their mortgages during the specified l-vear term, that circumstance does not meat 
there is no market for the mortgages At the present time it is reasonable to 
expect that t mortgages are salable in the genera 
and in most instances they will also be salable to the 
Association under its secondary market operations ! 
home mortgage credit program, established by title VI of Public Law 560, pro 
vides a third method whereby some of the mortgages may be bsorbed into ( 
| veneral secondary mortgage market 
From a technical standpoint, and if the Congress co les that the advanes 
contracts to purchase should be extended as provided in 8. 1575, it is recommended 


! that the proposed bill be amel ded sO as to be an inde pel dent b il, that is, a Dill 

vhich will not amend title III of the National Housing Aet Also, an amendment 

» the National Housing Act for this purpose should relate to section 306 rather 

section 304 

have not vet obtained the views of t 
we have been advised of those views, we will send vou a s ipplemental 


he B ireau of the B idget on this report 





Sincerely yours 


- 
— 


Re ~ 1645, S4th Congress 


Ho J. W. FULBRIGHT, 


(‘ha man. Clammattee on Banking ar 1 C'u enc 


United States Senate, Washington 25, D. ¢ 


DEAR SENATOR FULBRIGHT: We have been asked comment on the bill, 
S. 1645, introduced on \pril 1, 1955, bv Senator Magnuso vhich would permit 
certain holders of purchase contracts with the Federal National Mortgage Associa- 
tion to exercise their rights under such contracts for additional periods of not to 
exceed 90 days. Previously I have furnished your committee with a statement 


f our views concerning S. 1575, a bill introduced on March 28 by Senator Spark 

ian to amend section 304 of title LI] of the National He ing Act, as amended, to 
provide for extension of certain purchase contracts of the Federal National 
Mortgage Association. 

Che purchase contracts re ferred to in both S. 1645 and S 
that were issued pursuant to the last two provisos of sect 
title III of the National Housing Act, as amended by the ! 
of 1953 (as in force prior to the amendments made to title III by the Housing 
Act ot 1954 These contracts have commonly Heel rele rred to as l-for- 





contracts. 


61768—55 
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neral ir Vie with respect to S L575 are also appl ‘able to S 1645 
5. 1645 appears to place a somewhat greater burden upon the holder of the 
ract to est i hat the holder’s failure to fully exercise the rights of the 





der under such contract within the time allowed was not due to any Unreason- 


ne Tle oO e holder’s part 

If anv bill is to be enacted for the purpose of extending these purchase contracts 
ild seem desirable for the extensions to be made for a short period on a 
ket basis, rather than on a case-by-case basis as provided in S. 1645, in order 
ery serious administrative difficultie We are of the opinion that if 
Congress deems it desirable to grant extensions, a period of 38 months (or 90 

lavs as pl ribed in S. 1644) is an adeauate period 
We have t yet obtained the views of the Bureau of the Budget on this report 
WI we have ber advised of those views, we will send vou a suy ple nental 


\LBERT M. Co ue, 


ldministrato 


VETERANS’ ADMINISTRATION, 
A pri 19. 1955 


DD SEN Rm FULBRI Further reference is made to vour request for re 
! by e Veterans’ Administration on S. 1575, 84th Congress, a bill to amend 
‘ 30 f e [Il of e National Housing ‘t, as amended, to provide for 
of certain purchase contracts of the Federal National Mortgaee Associa- 
on S. 1645, 84th Congress. a bill to perrit certain holders of mortgag 
contract h the Fe al National Mortgage Association to exercis 
hts under such contracts for additional periods of not to exceed 90 days 
The purpo f these similar measures is to extend the time during lich the 
of a mortgage purchase contract issued by the Federal National Mortgage 
y! A xercise bis right thereunder to sell morttages held by him to the 
( - ure 1 entracts pemnit a mortgage holder to sell t he 
leral Nat i \Mlortgage Association, by a specified date mortgages in al 
al that « h be purchased from the Federal National Mortga 
\ ‘iat fa] ( ! { contract Was ied popularly known as tbe I-for-] 
, e pr t time the Federal National Mortgage Association has 
at I Allo! preseribed 1 period of 1 vear for the exercise of the 
*s1 ts 1 mortgages to the association under a mortgage purcha ‘On 
{ ler the pr s of S. 1575 this period would be extended for 1 addi 
en erea ‘ 1645 5 mid pro ae Ln CXTEeNSK for 1 re sonable pe r rd’ 
1) da No ext nsSIOn Wwe i 1 be per Litt however where the fa | 
e holder to exercise s right under the contract wit!in the time presently 
i Wa iue to neagigens on his part 
Section 12 of the He ing Amendments of 1953 (Public Law 94, 83d Cong., 
a ed June 30, 1953) amended title II] of the National Housing Act so as to 
Federal National Mortgage Association statutory authority to issue 


ase contracts until June 1, 1954, up to an aggregate amount of $500 million 
Housing Act of 1954 (Publie Law 560, 83d Cong., approved August 2, 1954 
ch, among other pro ons, recreated the Federal National Mortgage Associa- 
continues in the revised section 304 (d) of the National Housing Act the one- 


or-one purchase authority 





It is understood that many of the mortgage purchase commitment contracts 
} 


' Federal National Mortgage Association under the provisions of the 
‘been used by the holder 


sued by t 


it 
ntioned Public Law 94 are now expiring without havin 
It appears that in some cases these commitment contracts would have been em- 
ploved in advance of their expiration if the private financial markets had been 
less favorable during the past year. In addition, several holders of purchase 
contracts deferred their application to specific loans until shortly before the ex- 
piration date for such contracts and this deferment necessarily precluded ade- 
quate processing time on the part of the Veterans’ Administration for the loans 
concerned, especially in view of the greatly increased volume of work which the 
Veterans’ Administration offices have been required to handle during the recent 
past 
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Sin e ad ration ot t Fed ul Nat ui MM i al 
i ies Wil he } i I Hi y H ] i \ 
i it! \ rcomi { 1 to ot i \ 
I ( to these leasures 
1) » I rege! re est ol ne C¢ i ( S 
tl as not b n sufficic l ( i B 
Budg the rela ! hip tt propo ge i 9 p 
der 
~ cere V Vo rh 
J S i I'l N 
De | ; to 
For and in t! abse! ( e Administra 


Senator SPARKMAN. The first witness on that legislation will be 
Mr. Albert Cole, the Administrator of the Housing and Home Finance 
Agency. 

\[r. Cole, we are glad to have you with us. 


STATEMENT OF ALBERT M. COLE, ADMINISTRATOR, HOUSING 
AND HOME FINANCE AGENCY 


Mr. Cote. Mr. Chairman and members of the committee, | 
appreciate very much the opportunity to appear before your committee 
on S. 1575 and 3S. 1645, bills relating to the so-called one-for-one 
program of the Federal National Mortgage Association. Mr. Robert 
N. Reid, the Vice President and General (‘ounsel ol the Federal 
National Mortgage Association, is also here He is thoroughly 
familiar with the operations of the so-called one-for-one program and 
will, at the conclusion of my remarks, present an additional statement 
and be prepared to answer questions. 

Perhaps a brief statement regarding the legislative background of 
the Federal National Mortgage Association’s one-for-one program 
will serve as a basis for our further remarks and will be helpful to the 
committee in determining whether any legislative action is called for 
at this time. 

Specific statutory authorization for the one-for-one program was 
contained in the Housing Amendments of 1953. Under the legislation, 
KNMA was authorized to issue purchase contracts, identified as 
advance contracts, in an amount not exceeding the amount of the 
sale of mortgages purchased from the Association, entitling the holder 
of the contract to sell the Association mortgages in the amount of 
the contract. 

I believe it was understood during the consideration of this special 
authorization by the Congress that, if it were granted, the advance 
contracts would be limited to mortgages that were delivered to 
FNMA for purchase within 1 year from the date of the contracts 
My testimony before the Banking and Currency Committees of the 
Senate and House of Representatives regarding the authorization 
made clear that purchase contracts would be so limited. Your 
committee stated in its report on the bill which became the Housing 
Amendments of 1953: 

Under this authority the Board cf Directors of FNMA could issue purchass 
contracts to institutions which bought mortgages from FNMA. Such purchase 
contracts would authorize the holder to sell to FNMA, within 1 year’s time, an 


amount of eligible mortgages not exceeding the amount of those which were 
purchased. 
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The testimony and remarks of other witnesses before this com- 
mittee at the time of the hearings indicated the full understanding 
that these commitments would be for a period not in excess of 1 
vear. The Association’s Board of Directors, of which I am the 
Chairman, on several occasions has carefully considered the question 
of possible extensions. As will be developed later by Mr. Reid, it is 
the belief of our Board of Directors that a l-vear contract period 
provides sufficient time to lender-mortgagees (and to builders) in 
connection with the production of 1- to 4-family housing when all 
parties have proceeded with diligence. 

At this point I should like to ask Mr. Reid to comment further on 
the one-for-one operations and the related legislation now before vour 
committs 

Senator SPARKMAN. Very well. Mr. Reid. 


STATEMENT OF ROBERT N. REID, VICE PRESIDENT AND GENERAL 
COUNSEL, FEDERAL NATIONAL MORTGAGE ASSOCIATION 


Mr. Rerp. Mr. Chairman and members of the committee. I am 
substituting for the President of the Federal National Mortgage 
Association, Mr. J. 8. Baughman, who is out of the city. My name 
is Robert Newton Reid. | am Vice President and Ceneral Counsel 
of the Association. 

\MIr. Cole has just described the legislative background of FNMA’s 
so-called one-for-one purchasing and selling program. I should like 
to supplement Mr. Cole’s comments with a statement concerning the 

lministrative background of the program and the reasoning which 
prompted the Board of Directors of the Association to adopt a policy 
of not extending the commitment periods of its Advance Contracts. 

There have been, as vou may recall, two so-called one-for-one pro- 
grams conducted by the Federal National Mortgage Association. 
The first of these programs was administrative in character mm that it 
was conceived under general statutory authority and employed a form 
klentified as a purchase receipt. The second, which is the subject of 
today’s hearings, was established pursuant to specific statutory pro- 
visions and utilizes a form of purehase contract called an advance 
contract to purchase 

linder both programs the Association undertook to purchase, 
within a period of | vear from the date of the purchase receipt or the 
advance contract to purchase, an amount of eligible mortgages equal 
to the amount of mortgages that had been purchased from FNMA’s 
existing portfolio. The purchase receipts were issued by FNMA 
between October 1952 and June 1953, and the advance contracts to 
purchase were issued by FNMA between July 1953 and June 1954. 

Under the first program the Association issued purchase receipts 
aggregating $46,432,000 and purchased mortgages against the receipts 
in the amount of $40,265,000. The Association did not grant any 
extensions of the 1-year terms of the purchase receipts. 

The purchase receipts against which mortgages were not delivered 
for purchase under the program totaled $6,167,000, or about 13.3 
percent of the total that were issued. It is estimated that the per- 
centage of unused advance contracts will be somewhat less than the 
percentage of unused purchase receipts 
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The Housing Amendments of 1953, which established the second 
one-for-one program, authorized the issuance of advance contracts 
upon such terms and conditions as the Association may prescribe 
Accordingly, and in view of the fact that Mr. Cole’s statement and 
the testimony of others before the committees had indicated that the 
term of the advance contracts would not exceed 1 vear, the Association 
established a 1-year term in the printed form of the advance contract 
to purchase. The proposed program was endorsed at the rat 
before the congressional committees by representatives of the National 
Association of Home Builders and by other representatives of the 
home-building industry. 

Under the statute the authority to issue advance contracts was 
eee in time to July 1, 1954, and in amount to $500 million 
Within the authorized period advance contracts were issued for 
$499,812,000. When mortgages were purchased from FNMA’s 
existing portfolio, FNMA agreed to issue its advance contracts to a 
lender-mortgagee that could be either (1) the purchaser that signed 
KN MA’s mortgage sales agreement, or (2) the immediate assignee of 
the FNMA mortgages. 

The following table summarizes the status of the advance contract 
program as of April 1, 1955: 


Total advance contracts expiring through March 31, 1955 $385, 809, 000 
Total expiring during April 1955 102, 264, 000 
Total expiring during May 1955 10, 294, 000 
Total expiring during June 1955 1, 445, 000 

Total 199, 812, 000 


Total mortgages that have been purchased against advance con- 


tracts and on hand for purchase, Apr. 1, 1955 392, 544, 000 

Advance contracts expiring through Apr. 1, 1955, against which 
mortgages were not submitted for purchase 24, 820, 000 
Total - ~ 117, 364, 000 


Total advance contracts against which mortgages had not 
been delivered for purchase and which had not expired, 
as of Apr. 1, 1955- ss 82, 448, 000 


Of the $114,003,000 in advance contracts expiring during April, 
May, and June 1955, only $82,448,000 involve contracts which as of 
April 1, 1955, have not expired, or as to which mortgages have not 
been purchased or delivered for purchase. It follows that mortgages 
are being delivered for purchase against the advance contracts at a 
rate greater than that at which the contracts were issued. This 
means also that, generally speaking, mortgages are being submitted 
for purchase well within the 1-year term provided by the advance 
contract 

FNMA’s advance contracts to purchase are free from many of the 
normal limitations that apply to the ordinary FNMA commitment 
contracts, and hence holders of the former enjoy certain positive 
advantages over holders of the latter. The FNMA advance contracts 
provide for the purchase within 1 year of a designated dollar volume 
of eligible mortgages but do not identify the mortgages or in any way 
describe the properties or the locations thereof. This characteristic 
has given the lender-mortgagees that hold advance contracts a degree 
of freedom and an area of operations in the origination of mortgages 
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for sale to FNMA that is hardly comparable to the ordinary commit- 
ment contract situation wherein the mortgages are specifically identi- 
fied in advance . 

The effect, in general, of blanket or other extensions of the FNMA 
advance contracts to purchase would be to obligate EN MA’s purchas- 
ing casei for a longer period than was contemplated at the time 
actment of either the housing amendments of 1953 or the Housing 
Act of 1954. It would be possible, for example, under such a pro- 
cedure, for a lender mortgagee to se ‘li in the general secondary market 
mortgages which had be en inte nded for sale to RNMA under the ad- 
vance contract to purchase; and, thereafter, in conjunction with 
extensions of FNMA’s iain e contracts, to finance in similar fashion 
as many additional projects as could be absorbed in the general 
secondary market; and, when such transactions were no longer possi- 
ble, and if the advance contract or any extension thereof had not 
previously expired, then to deliv. r the remaining mortgages to FNMA 


nder the advance contract. This advantage was never intended 
and we are coniident. is not now inte nde dd. Such 2 procedure would 
also make it possible for : lend ‘r-mortgagee whose advance contracts 
had previol sly saaieatt: possi! Ly by reason of the fact that it elected 
to sell the mortgages to private investors, to initiate an entirely new 
transa ion or se ies of transactions and thereby secure additional 
financial advantages which were not intended. 
FN\IA has itself received a substantial number of requests for 
nsions Surprising rly, the great preponderance of the requests 
have been received ‘om organizations or institutions that are not 
themselves the Se of the advance contracts to purchase. For 
example, of a group of 40 such requests received during a recent 
period, only 3 were from lender-mortgagees that were holders of ad- 
vance contracts. The other 37 were from organizations such as 
builders, building suppliers, lumber dealers, or similar groups thai 
presumably had entered into some sort of separate private arrange- 
me with the | nder-mortgagees that were the holders of the FN\IA 
dvance contracts. It may be presumed that these separate private 


zations with interim financing for housing, predi- 
ity of the latter to complete construction within ¢ 
pres ribed limited period of time that would enable the lender-mort- 
ecagee to deliver the mortgages to FNMA prior to expiration of the 
advance contract to purchase. 
association would have had no knowledge of these private 
arrangements. FNMA is not in any manner a party to or bound by 
any of the separate private arrangements entered into between the 
lender-mortgagee contract holder and the builders or other such 
groups. It is the position of the association that any and all adjust- 
ments pertaining thereto should be between the parties concerned. 
If the lender-mortgagees desire to extend the commitment periods of 
the j separate private arrangements, they may do so, of course. If 
the lender-mortgagees do not desire to continue to hold the mor tgages, 
the mortgages could be sold in the general secondary market or other- 
wise handled, as I will describe later 

\t the beginning of the program in July 1953, institutions interested 
in obtaining FNMA’s advance contracts to purchase were informed, 

th in the advance contract itself (FNMA Form 260) and in FNMA’s 


arrangements provided that the lender-mortgage would furnish the 
onstruction organ} 
a 


cated upon the abi 
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instructions to lender-mortgagees that might become holders of ad- 
vance contracts, that the mortgages must be delivered to FNMA 
within 1 vear of the date of the advance contracts We think that 
FNMA has properly assumed that builders, prior to their having 
entered into any separate private arrangements with the lender- 
mortgagees that held FNMA advance contracts, had become thor 
oughly familiar with the problems involved, and had determined that 
the contemplated housing could be constructed and that the related 
mortgage loans could be closed and made ready for Ree) within 
the pe riod provided for in the separate private arrangements. lt 
ppears that a number of builders may have obligated | fmuekare to 
ome the eeeeeeene of housing, during a limited period, far be- 
ond their ability to perform; others may have delayed in obtaining 
their initial se al private arrangements with lender-mortgagees, or 
n beginning construction, and now find themselves unable for a variety 
of reasons to effect time ly comple ‘tion of their transactions 

It is our view that FNMA can hardly be expected to agree to a pro- 
position under which it could be required | vy extending its contracts, 
either on a blanket or individual basis, to hold harmless those investors 
or builders who, as a result of adverse circumstances, or cone ie le 
in some cases, as a result of misadventure, or an error of judgment, 
otherwise, have overextended themselves or have alculated thei 1r 
ability to produce or have overestimated the dé te for, and the 
capacity of the community to absorb, a parti ie val me of housing 
within the period of time stipulated. 

Many builders or allied organizations have complained of monetary 
losses they will suffer by reason of the fees thes hav paid ‘‘for t 
one-for-one contracts.”’ Presumably, their true reference is to t 
fees paid by them in connection with the separate private arrange- 
ments referred to earlier—certainly no exorbitant fees were paid to or 
received by the Federal National Mortgage Association ENALA 
uniforrrly required lender-rrortgagees that desired to obtain advance 
contracts to purchase to pay to FNMA a commitment fee of 1 percent 
of the amount of the advance contract. Any fees or charges paid 
builders or other organizations in excess of that amount pertained 
such private arrangements and did not involve the association in 
any way. 

One of the reasons frequently given by builders to justify exten- 
sions of the FNMA advance contracts is based on what have been 
termed “processing delays’ of the Federal Housing Administration 
or the Veterans’ Administration. FNM/A’s experience over a term 
of years has indicated that a 1-year FNMA commitment provides 
ample time to lender-mortgagees (and to builders) in connection with 
the production of 1- to 4-family housing when all parties have pro- 
ceeded with diligence; this record of experience with the 1-year term 
in normal commitment contracts has encompassed a number of 
periods when both FHA and VA were burdened by very substantial 
processing backlogs. 

In no specific request for an extension that has come to the attention 
of the Association under the advance contract program has it been 
shown that, commencing within a reasonable time after the issuance 
of the FNMA advance contract, all parties have continuously. pro- 
ceeded with diligence. Even though most of the outstanding advance 
contracts held by lender-mortgagees will expire in the near future, 


} 
11C 
hy » 
ilé 
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we have in some cases been informed by builders that at the present 
time some of the housing is in various early stages of construction, 
and in certain instances construction has not even been started. 
These builders apparently hope that the periods provided for in their 
separate private arrangements with the lender-mortgagees would be 
extended if, in turn, FNMA were to extend the periods of the FNMA 
advance contracts held by the lender-mortgagees. Extension of the 
advance contracts under these circumstances would, it seems to us, 
give such lender-mortgagees (and builders) some special but perhaps 
unmerited advantages over those lender-mortgagees that proceeded 
in accordance with the provisions of the contracts. The FNMA 
Board of Directors, in declining to extend the periods, has pursued a 
consistent policy and practice adopted several years ago in connection 
with commitments relating to all housing that does not partake of : 
defense or disaster character (except multifamily housing aia 
Cases 

Pursuant to section 306 of the National Housing Act, as amended 
by the Housing Act of 1954, the Association’s obligations to purchase 
mortgages pursuant to outstanding advance contracts to purchase 
became part of what the Congress denominated the Association’s 
“liquidating functions.”’ Extensions of the advance contracts on a 
blanket basis such as is contemplated, for example, by S. 1575, would 
serve to prolong the purchasing program of the Association under its 
on functions for as long as a year after enactment of the 
pending bill, and FNMA would be required to borrow from the 
Treasury the funds needed to purchase mortgages that otherwise 
would not be delivered except as a consequence of the proposed 
extensions. 

It is, we think, worthy of note that although lender-mortgagees 
that hold FNMA’s advance contracts may in occasional instances be 
unable to deliver their mortgages during the specified 1-year term, 
that circumstance does not mean there is no market for the mortgages. 
At the present time it is reasonable to expect that the mortgages are 
salable privately in the general secondary mortgage market; and in 
most instances they will also be salable to the Federal National 
Mortgage Association under its secondary market operations. In 
addition, the voluntary home mortgage credit program, established 
by title VI of the Housing Act of 1954, provides a third method 
whereby many of the mortgages may be absorbed into the general 
secondary mortgage market. 

S. 1575 proposes to amend section 304 of title II] of the National 
Housing Act, as amended. From a technical! standpoint, and if the 
Congress concludes that the advance contracts to purchase should be 
extended as proposed, it is recommended that S. 1575 be amended 
so as to be an “independent” bill, that is, a bill which will not amend 
title III of the National Housing Act. If nevertheless it is desired 
to amend the National Housing Act, any amendment should relate 
to section 306 rather than section 304. Purchases of mortgages by 
the Association pursuant to advance contracts to purchase are made 
under the Association’s management and liquidating functions which 
are provided for by section 306. Section 304 provides for the separate 
secondary market operations. 

This, Mr. Chairman, concludes my statement summarizing the 
major considerations which prompted the Association’s Board of 





ve 
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Directors to adopt a policy against extending the 1-year commitment 
periods of the advance contracts. 

We have not yet had an opportunity to clear our views on this 
proposed legislation with the Bureau of the Budget. 

Thank you. 

Senator SpARKMAN. Mr. Reid and Mr. Cole, I assume that both of 
your statements pertaining to 5. 1575 would apply also to S. 1645? 
~ Mr. Rem. In general. 

Senator SpaARKMAN. I believe about the only difference is the 
length of time. 

Mr. Rerp. That is the principal difference; ves, sir. 

Senator SPARKMAN. Senator Monroney. 

Senator Monronry. That figure on page 3 of your statement, 
$82,448,000, would be unobligated money on authority that you still 
have to purchase on the 1-to-1 basis. Is that correct? 

Mr. Reip. That figure, Senator, is the unused balance of the con- 
tracts which are outstanding and unexpired. 

Senator Monroney. For which you have not committed? 

Mr. Rerp. The outstanding contracts are commitments. 

Senator Monroney. They are committed? 

Mr. Reirp. They are commitments, and the $82 million is a commit- 
ment figure. 

Senator Monroney. You just have not received the mortgages on 
them? 

Mr. Reip. That is correct. 

Senator Monroney. But after the expiration of the 1-year period 
you could no longer receive those? 

Mr. Rerp. That is correct. 

Senator Monroney. You do not anticipate any loss to FNMA in 
this operation. It is just a matter of receiving these mortgages and 
later feeding them out to investors? 

Mr. Rerp. That is a question which will depend on the future mar- 
ket, of course. At the present time we are selling some loans. 

Senator MonRONEY. Up to now there has been no loss on FNMA 
in this operation. In other words, then, the issue here is not, is it 
going to require additional Federal funds or entail additional expense 
to the Government, but is merely the technical’ operation of your 
FN MA organization in observing the 1-year cutoff period. 

Mr. Reip. As I pointed out, Senator, additional funds will be re- 
quired in the sense that if contracts were extended FNMA will have 
to buy mortgages which it otherwise would not. To enable it to do so 
it will have to get more money from the United States Treasury. 

Senator Monroney. That is all. 

Senator SPARKMAN. Senator Capehart. 

Senator CapEHArT. The purpose of this is to take care of hardship 
cases, is it not? 

Mr. Rep. I am informed that is the purpose of the bill; yes, sir. 

Senator CapEHAr?T. To take care of hardship cases. Do you have 
a list at the moment of those hardship cases? 

Mr. Rerp. No, sir. As was pointed out in my statement, Senator, 
we have never had a case presented to us factually which showed from 
the beginning down to the current time any circumstances which 
demonstrated hardship. 


61768—55——_3 
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Senator Capenarr. Would it be possible to arrive from you records 
at anything showing the commitments which vou made which have 
been exercised, and those which have not, and give us a list of those 
which would be available for the provisions of this bill if it were passed? 

Mr. Coir. Senator, you put your finger on the difficult problem 
with which FNMA is faced and, frankly, with which we would be 
faced unless Congress would enact a blanket authorization. 

Senator Carpenartr. Will you yield a moment? You have issued 
X amount of contracts? 

Mr. Cote. Yes 

Senator Carpenarr. To purchasers. 

Mr. Cour. Yes 

Senator Capenarr. To specific people. You know to whom they 
have been issued, do you not? 

Mr. Coie. Yes, but you couple with that hardship, however. 

Senator Capenarr. And you know those that have been redeemed, 
do you not? 

Mr. Coxe. Right. 

Senator CapeHART. Then you should know those that have not 
been redeemed. 

Mr. Coie. Yes. That could be done. 

Senator CapeHAr?r. My point is, those that have not been redeemed 
are the ones that will benefit by this legislation. Is that not correct? 

Mr. Cote. It depends on what type of legislation is enacted by 
the Congress, Senator. If you are suggesting that all people who have 
contracts outstanding should be folded in under the proposal- 

Senator CApEHART. | am not suggesting anything, Mr. Cole. 
I am only trying to find out if it is possible for you to furnish us with 
the names and addresses, and the amounts, of those people who 
would come under this hardship case provision, so that we could 
take a look at who they are and where they are located, and how 
many millions of dollars are involved in it. 

Mr. Rep. We can point that out, Senator, but I should bring to 
your attention, though, that the holders of the contracts are, of course, 
lender-mortgagees, as was pointed out, and the complaints from the 
hardship angle are generally alleged by builders, who are not the 
holders. Of course, we have no record of the builders. 

Mr. Cote. And I am not sure it would meet what the Senator has 
in mind, 

Senator Carpenart. Maybe not. I do not know. 

Mr. Cougs. I am not sure it would. 

Senator CapEHART. What I am trying to find out is, is there a way 
to place just the names and addresses of these people who will benefit 
by this legislation, and in what amounts they will benefit. 

Mr. Coie. My judgment is it would be impossible to do so. 

Senator CAPEHART. It would be impossible to ascertain it? 

Mr. Coxe. It is my judgment. 

Senator CapeHArt. Is it possible to ascertain the dollar amount 
that would be involved? 

Mr. Rep. The dollar amount is shown on page 3 of my statement. 

Senator CapreHart. What is that? How much ts that? 

Senator SPARKMAN. May I intervene there? 

Senator CapeHART. Yes. 
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Senator SPARKMAN. It is not actually shown, but the intention is 
shown. That is, the $82 million is the balance unobligated; is it not? 

Mr. Reip. Yes, sir; it is the outstanding balance 

Senator SPARKMAN. But you do not know how much of that will 
be taken up before this runs out? 

Mr. Rem. That is true, Senator. The figure to which I referred is 
the $24,820,000. 

Senator SPARKMAN. To date? 

Mr. Reip. Which represents those already expired 

Senator SPARKMAN. Assuming that the others take theirs up then 
the amount would be the $24 million plus this $6 million carryover 
from last year—the other figure you give back? 

Mr. Rerp. That figure is unrelated to it, Senator 

Senator SpaARKMAN. In other words, $24 million is about as near 
to an approximation as you can get. 

Mr. Rerp. It is an exact figure, Senator. 

Senator Carenarr. That is the amount you committed yourself 
for and they have not redeemed? 

Mr. Rerp. Which had expired on April 1 without being used 

Senator Capenarr. But they have not been redeemed on July 1? 

Mr. Rerp. No. Their time expired prior to April 1, 1955. 

Senator CaPpeHART. In other words, they are dead? 

Mr. Rerp. They are dead. That is correct. 

Senator CapeHart. Can you give us the names and addresses and 
the amounts of the holders of this $24 million? 

Mr. Rerp. We can do that. May I say this, Senator? I do not 
think that is what you want. I believe what you want are the names 
of the ultimate beneficiaries who presumably are the builders. 

Senator CapeHart. Do you have that? 

Mr. Rerp. We do not have that. 

Senator Carenarr. | think the other would be interesting 

Mr. Rerp. We can furnish the names of the holders of the contracts. 

Senator Capenartr. About how many would you say are involved 
in this $24 million? 

Mr. Rerp. I do not think I can tell you, Senator. 

Senator Carpenart. Would you want to make a guess? Would 
you say 25, 50, 100? 

Mr. Rerp. | do not know. 

Senator CarpEHART. How soon can you furnish us the names and 
addresses of the people who have the $24 million involved? 

Mr. Coxe. Mr. Reid thinks this would be something we would have 
to get from the field. 

Senator Capenart. Therein lie the hardship cases. Is that not 
true? 

Mr. Rei. Yes, sir. Presumably so. 

Senator CapenartT. The people that this legislation proposes to 
help are among the $24 million. 

Mr. Coxe. That is correct. 

Senator CapEHART. Nobody knows where they are or how many 
of them there are? 

Mr. Coin. That is also correct. 

Senator Capenart. Or the circumstances surrounding their hard- 
ship. Is that correct? 
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Mr. Corr. That is true. 

Mr. Reip. That is true. 

Senator Capenart. Is there anything very serious against helping 
them? 

Mr. Cote. No. Nothing very serious except the problems outlined 
in Mr. Reid’s statement, Senator. First let me say this: Whether the 
Congress attempts to write into the bill standards and criteria setting 
out what hardships shall be considered and what is a cag yt or 

vhether administratively FNMA attempts to do so, we find it a 
man difficult problem, irrespective of whether Congress does it or we 
do it administratively. Let me point this out as an illustration. Here 
isab uile ler who has purchased from a lender an FNMA contract. He 
goes to FHA or VA and begins to process his application. He may 
have waited t or 5 months after he purchased his contract before he 
begins to file his application. Then he files his application and in a 
normal - ordinary course of procedure he would expect that that 
would be processed and a commitment issued. Whether or not the 
bullien was ddelayed by reason of the fact that he did not have all of 
the factual data ready for the FHA and VA, or whether or not he was 
delayed by reason of backlog of applications in FHA and VA district 
and regional offices, or whether or not the delays occurred by reason 
of not being able to get his subdivision platted on account of the city’s 
failure to pass certain regulations and laws, and so on, it is most 
difficult to say. 

Senator Capenarr. Will you yield? 

Mr. Coie. Certainly. 

Senator Carenarr. Are we going to have any hardship witnesses 
here to prove specific hardship cases? 

Senator SPARKMAN. There is a spokesman here for the home 
builders and I understand they discussed that with their members. 

Senator Carpenarr. Are they going to point out any specific hard- 
ship eases with the names and addresses of the people? 

Senator SpARKMAN. I do not know, but we can ask them that 
question when they get on the stand. 

Mr. Coir. Then the problem becomes the decision of what is a 
“hardship.” Also whether or not each individual case is a hardship 
ease. May I say that I have talked to a number of builders who have 
lost. mone v by reason of this program, and with whom I have a great 
deal of sympathy because they have lost it. But frankly, in order to 
obtain a and to understand that these facts are accurate and 
whether or not they have been dilatory causes a great deal of appre- 
hension on my part unless I have been able to obtain more information 
sufficient to determine that it is a hardship case. 

Senator Capenarr. Will you yield a moment? 

Mr. Cour. Yes. 

Senator CarpenHart. According to this table you made contracts 
totaling $499 million on 1-to-1. They have all been redeemed except 
$24 million. Is that correct? 

Mr. Corr. Correct. Iam sorry. Wait a minute. 

Senator Capenartr. All except $82 million. 

Mr. Cour. Yes. All except $82 million plus $24 million. 

Senator SPARKMAN. Only those that have run out number $24 
million. 
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Senator CaPEHART. Yes. So for my purpose then you financed 
$499 million and out of that amount only $24 million actually expired, 
but there are still $82 million to be redeemed between now and July 1. 

My point is this: Who gets hurt and who gains, or what is wrong 
with this $24 million that is extended? How do you get hurt? The 
law already expired. You cannot do it any more anyway. 

Mr. Coxe. I think that is a fair question as to who gets hurt. 

Senator CaPpEHnART. Yes. 

Mr. Coie. Administratively we have a law to carry out and to 
administer. It is a program which says that such people who enter 
into a contract have 1 year within which to comply with that contract. 

Senator CareHartr. Yes. 

Mr. Cote. These people have dealt with insur: ance companies, and 
they have dealt with banks and with FNMA and with the Govern- 
ment. They have a contract. When they enter into the contract, 
they know they have a year within which to complete it. The time 
has terminated. From our point of view, we are sympathetic, and 
we are sorry that they have lost the money, but we have no respon- 
sibility for it 

Senator CaPenart. In other words, you think it is the principle 
involved here that if you permit extra time in this instance, that 
hereafter these laws will mean nothing and they will say, “I will do 
as I please, | can always go to the Congress and get an extension.” 

Mr. Coxe. Either to the Congress or to the agency and get an 
extension on other programs. Senator, we have many programs in 
the agency where there are time limits. 

Senator Capenart. That brings up my point then. I suppose and 
I expect it will be very easy for the Home Builders to give us many 
examples of these hardship cases, so that we can take a look at those. 
If some of those are real hardship cases, possibly we ought to take 
care of them. 

Mr. Cour. Senator, I think there are some real hardship cases. 

Senator Carpenartr. Then do you not think you should give us the 
names and addresses of those? 

Mr. Coxe. I do not know who they are. If I did I would give them 
to you. Ido not know who they are. 

Senator Capenart. The Home Builders ought to be able to do it. 

Mr. Coxx. The difficulty.is determining whether they are hards hip 
cases. On the stories I have heard I have the impression—and it is 
only an impression—if I knew one case which I thought was absolutely 
without doubt a hardship case I would say so. 

Senator CapeHart. Do you have the authority now, if you wanted 
to, to take care of any hardship case? 

Mr. Coxe. Legal authority. I think I will have Mr. Reid answer 
that. 

Mr. Reip. We consider we do have the legal authority. 

Senator Capenart. In other words, you feel you have the legal 
authority to do everything asked for in both of these bills or in either 
one of them? 

Mr. Rerp. Yes, Senator. 

Senator Caprnartr. Have you made any exceptions to date in 
respect to this law? 
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Mr. Rerp. As I stated, Senator. our policy for a good many years 
in all of our commitment contracts has been not to grant extensions 
except in the case of defense, disaster and multifamily housing cases 

Senator CAPEHART. You maintain you have the authority to do 
What this legislation would do. How many people have actually 
asked you to extend their commitment as a result of hardship? 

\MIr. Rerp. I do not have an account that I ean furnish to you, 
Senator, but my impression is that the great preponderance of the 
requests have come from peopl who are not the holders of the 


contracts 


Senator CAPEHART You mean not th holder of the contract with 
Mr. Rerp. That is correct In the example | Fave there were 4() 


requests over a period of time, and 3 of them came from holders. 
Senator CapenART. You had 40 requests? 
Mir. Rerp. Yes, si , 
} 


Senator CAPEHART. You could furnish us the names and addresses 


Mr. Rem. | think I could 
Senator Capesartr. Mr. Chairman, I suggest they furnish us with 
the names and addresses of the 40 hardship cases they have had 


presented to them | 


r SPARKMAN Will you do that? 


he following statement and list were submitted subsequently by 
\Ir. Reid to supplement his preceding testimony: 


| e¢ reaue | ibmitting e names and eatio 
0 per s and organizations re ( g extel ) of advar 
hat on 3 of he 40 were tl} IS€ ~ he holders ot 
FNM i racts; each of the 3 names is rked with an asterisl 
or orga itions ak | er 37 requests fe 
iFNMA a e ct cis: a cords of e | ley 
, \I k gies +4 la not a cae ails Btls f a f 
‘ ide separate private arrangements with the 37 perso 
) i 
| one o ) cases nor leed any of the requests for ¢ ions received 
KNMA } ere i f fac und cirecumst ces ime. O YD 
1 re ‘ ( ( tne cas l 1 hard l ca I Y ne 1 Ss 
r ( sions have been verv ge ral in charac For examplk 
i ti pre I ts tending » estan h that a par Ss proceed | 
ul I | ul I 1 ssuan yf ie FNMA lvance contract and 
ufter « it o proceed with reasonable diligence 
| 0) i s A j : re 


\\ Rich, president, Guaranty Loan & Real 


Lu | Estate Co., West Memphis 
Ark 
‘Ernest | Malone. executive vice president, Amortibane Investment Co.. 
Wichita, Kans 
I P. Boswell, president, Boswell Alliance Construction Co., South Pasadena 


W. R. MacPherson, MacPherson Realtv, Seattle, Wash 
North End Brokers Association, Ine . Seattle, Wash 
Sherman S. Stephens, secretary-treasurer and general manager, National Mort- 
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Russell Jones, realtor, Seattle, Wash 

George W. Johnson, realtor, Seattle, Wash 

Nelson Puett, elson Puett & Associates, Aust re 

Ellie H. Schill, president, Home Builders Associat ( iter Ne Orlea 


ey Malone & Whitir Alba G 
aC ( struc ym Co.. Sy i Wa 
Enid Home Builders Associa I 1, Okla 
Glet Thorpe, Billings, Mo 

Town and Country Homes, Spokane, Was! 


Home Builders Association, Spokane, Wash, 

KE. C, Gathings, Arkansas Home Builders Association, | eR Ay 
*John Grissom, Del Norte Mortgage Co., El Paso, Tex 

Hank Kopplow, president, Be il 1 
Modern Construction Co., Spokane, Wash. 


Conrad P. Harness, Houste« lex 
G J. Gozza Cons ict ( Ss une, Wa 
Clitf Morte nh, | pres b Morte x ' SS Wa 
Cr lad Temple ¢ Call 
Fra J}. | o, Los Angel ( 
Walter W. kK i president, tH Builders Ins \ 
Sout rn Nevada Home Builders. Ine Las Vegas 
Ernest B. Norman, New Orleans, La 
Charles M. Searles Construction Co., Colorado Spr s, ( 
South Bend Mishawaka Home Builders Association, South Bend, I 
Harold W. Holder in of Colpaert Realty Co., So Be I 
\rthur C. Wright. 2357 West Washington Boulevard, | Kner (Cad 
Senator Capgenartr. But in no instance have you granted a single 
eC tion to a hardship case? 


Mr. Rerp. That is correct. 
Senator SPARKMAN. Senator Payne 

Senator Payne. I prefer to listen to the testimony of the National 
Association of Home Builders first. 

Senator SPARKMAN. Yes. Thank vou verv much. We will ask 
Mr. Goodyear, who I understand is the spokesman for the National 


ws 


Association of Home Builders. to come around and present the view- 
point of that organization. We have your statement before us and 
you may proceed in your own way, Mr. Goodyear 


STATEMENT OF GEORGE S. GOODYEAR, CHAIRMAN, DIVISION OF 
LEGISLATION AND GOVERNMENTAL AFFAIRS; ACCOMPANIED 
BY HERBERT S. COLTON, GENERAL COUNSEL; AND JOSEPH 
McGRATH, LEGISLATIVE DIRECTOR, NATIONAL ASSOCIATION 
OF HOME BUILDERS 


Mr. Goopyear. All right, sir. 

Mr. Chairman and members of the committee, my name is George 
5. Goodyear. | am an active home builder and mortgage banker 
from Charlotte, N. C., and I am currently the chairman of the 
division of legislation and governmental affairs of the National 
Association of Home Builders. I appear here today to support the 


i 


legislative proposals in S. 1575 and S. 1645 to extend certain advance 
purchase contracts issued by the Federal National Mortgage Associa- 
tion, the so-called FNMA one-for-one commitments 


*Asterisk indicates a holder of an FNMA advance contra 
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| have with me Mr. Herbert S. Colton, general counsel, and Mr. 
Joseph McGrath, legislative director of the National Association of 
Home Builders. 

The National Association of Home Builders, as you know, is the 
sole spokesman for the organized home-building industry. Its mem- 
bership now numbers substantially over 33,000 in 225 affilated State 
and local associations in all parts of the country. 

1 would like to say, cventlemen, before ] begin my Statement, that 
as long as 2 months ago we asked FNMA to try to make some survey 
as to the number of hardship cases and the dollar amount involved. 


As of this date they have not made that survey. We have in our 
statement some suggestions as to the sort of criteria vou might set up 
101 hardship cases We also have some hngures involving the total 


amount of advance contracts and those that have expired, and the 
dollar amount as they expired during the months up to June, which 
we will be glad to give you, if you desire. 

Senator SPARKMAN. I think it would be very helpful as you go along 
to give us those. 

Mr. Goopyrar. All right, sir. 

The purchase contracts involved in both these bills were issued by 
the Federal National Mortgage Association under authority in section 
12 of the Housing Amendments of 1953. That section provided that 
Ii \NMA could issue advance purchase contracts to institutions which 
purchased mortgages from the association. The contracts entitled 
the institution to sell future mortgages to the association up to the 
amount specified in the contract. This amount could not exceed the 
total sale of existing mortgages by the association to the institution at 
the time the advance contract was issued. Authority to issue such 
contracts expired on July 1, 1954, and the total authorized amount of 
these contracts, limited to $500 million, was used up before this date. 

This contractual arrangement was generally termed the ‘one-for- 
one’’ plan because the association in effect agreed to buy back in the 
future a new mortgage for every old mortgage then purchased from 
its existing portfolio. In this way two things were accomplished: 

1) FNMA’s then frozen mortgage portfolio largely of 4 percent loans 
could be upgraded by exchange on a favorable basis for loans at the 
current higher rate and (2) a degree of liquidity was provided to the 
mortgage market in the form of advance commitments at a time 
when this was badly needed. 

As a practical matter, a typical FNMA one-for-one transaction 
cost the builder at the outset from 4% to 6% percent of his mortgage 
amounts for financing and in some cases even more. Here are the 
steps in a typical case: 

1) The builder had to pay an initial fee of 1 percent to FNMA 
plus another one-half percent acquisition fee and service charge at 
the time of future sale of mortgages to FNMA. 

2) FNMA sold its mortgages above the market price so that the 
builders had to absorb discount losses on resale to permanent lending 
institutions, generally from 3 to 5 percent of the outstanding principal 
of the mortgages. 

In addition, builders also had to pay other fees to obtain short- 
term construction funds. 

These one-for-one commitments, however, were limited to 1 year’s 
duration and it is this fact that gives rise to the hardship situation 
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that has now been encountered by some builders who were relying 
on these commitments for permanent mortgage financing. If a 
builder is unable to make use of his FNMA one-for-one commit- 
ments, then he not only suffers an out-of-pocket loss in the typical 
case of 4% to 6% percent, but he must still obtain permanent financing 
for his housing at an additional and probably very substantial financing 
cost. 

We would like to make the point that it is not the technical holders 
of these contracts that could be expec ‘ted to ask for their extension. 
Throughout the one-for-one transactions, it has been the home builder 
that has paid the costs of the financing thereby provided. 

In every Case, the holder w as necessarily a lender because FNMA 
does business only with lenders. But in each instance the lender was 
only a channel for the financing to be used by the builder. You can 
rest assured that the necessary expenses or losses involved were paid 
by builders. Accordingly, among lenders today there seems to be 
little concern, pe rhe aps unde ‘rstandab ly So, as to whether or not these 
commitments are extended. But to the builders involved it is a matter 
of paramount importance. 

[t is true that Fk NMA is not a party to the contracts between builders 
ane holders of the one-for-one commitments. Therefore, it cannot 

guarantee that the holders will extend the commitment pe riods for the 
Ceili rs if the FNMA contracts are extended. We are satisfied, how- 
ever, that builders are generally on a satisfactory business relationship 
with their lenders so as to assure the continuance of their commitments. 

Of course, FNMA is not the beneficiary of the builders’ losses. 
But FNMA is and has been in a position to prevent these losses by an 
extension of the 1-year time limit on its one-for-one contracts. 

This is the crux of the problem. Based on previous experience with 
a smaller administrative-type FNMA one-for-one program, and con- 
sidering the time generally required to build a house and prepare the 
mortgage for delivery, NAHB agreed with the view of FNMA in the 
hearings in 1953 that 1 year would be a satisfactory period for these 
advance purchase contracts. 

The fact is, however, that during 1954 there arose unusual and 
wsieihinbinied ‘delays in field office and headqu: i Ss processing in 
both the Federal Housing Administration and the home loan guaranty 
program of the Veterans’ Administration. These delays, I feel con- 
fident, have come to the attention of members of this committee con- 
stantly over the past vear. 

Just pant January, Congress approved an additional $5.3 million for 
FHA administrative expenses largely to aid in the heavy backlogs of 
that agency. Mr. Cole and Mr. Mason at that time testified that, 
as a result of the sees y influx of FHA applications, there “has been a 
serious backlog and consequent delays in processing and impairment 
of public service.” Similar testimony on the VA backlogs has already 
been given this year before House committees and has been discussed 
in congressional debate. 

We have attached other examples in appendix A to this statement, 
which is testimony given before the various committees. 

It is difficult for us to explain to our members caught by these 
delays why the Housing Agency, on the one hand, can present to Con- 
gress the facts on these very serious delays that have permeated all 
FHA and VA offices but, on the other hand, refuses to recognize that 
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KF NALA should grant extensions in those cases where failure of the 
builder to deliver the loan resulted from such delay within the Gov- 
ernment 

We are not impressed by the claim that FHA delays were neve 
recognized by KNM A in past years or that the large percentage ol 


ers have somehow managed to submit insured mortgages prior 
to their | ear deadlines. Here we are conce ned only with those 
vho have been unable to meet this deadline. and we are pleased that 
the problem involves as few commitments as indicated by FNMA’s 
statistics. Certainly, in no past period in which FNMA had out- 


nding advance purchase contracts has the industry encountered 


oil, confusion, lack of personnel, changes in rules and regula- 
ys, and in property and land development requirements, as it has 
enced in the past veal 
We believe the consequences of the failure to provide an extension 
al of these FNMA one-for-one commitments will be serious 
Primarily, this is because ol the effect withdrawal Ol these FNMA 
ninstrnonts 1} cata Si me cases alreadv has had. wt shin 
ct mMitmen Will have ana in some cases already las had, UPON Lie 


i of low-cost and minority family housing. 


The termination of these FNMA commitments is going to immedi- 


hrow onto an already overload dd mortgage market $107 million 

' . e ’ t 
Ww ii ¢ mortevagces which were earmarked for use of the I: NMA 
! ase-contract program Our information is that the Lajority ol 
ortgages alfec ted are on low-cost and minority ho ising projects 

\ nina hori | market are very hard to finance. Here, for exa np 
1 xcerpt trom a letter that recently came to our Association's 

Ni {) I here Was l p 1¢ W 256 units, ano eT projec 

7 with 94 units, all single family dwellings rep 
of FN MA credits, and it is now evident that ess 
( to reinstate and e% 1 t] yutstand FNMA 
‘ d iselves wl FHA and VA ortgvages on minority 

oO d lIanve ( sold I aVV disc yunts 

I i l l LAKE 10 a pou to adyise al puider or deveioper 

~ e of e pitfalls hev face if ‘ 

1 ) | led ce e] nel 
‘ 1 ' : . ; é tok oe = 

\s we have already pointed out, the individual builder has lost a 

, Siar te ets : - 
substantial sum of money because of his inability to use the commit- 


It is true that he knew when first paving for the commitment 
that it was limited to 1 year, but what he did not know at that time 


\ difficult situation he would encounter in dealing with 
KHA or VA during 1954 Estimating known business risks is one 
thing, but the wholly unexpected delays of last vear are another. The 


builder could not have foreseen the situation that would develop in the 
FHA and VA offices following passage of the Housing Act of 1954. 

| hose b Lille rs who relied on the KN MA commitments and who are 
now or have recently been unable to submit insured or guaranteed 
l s because of reasons beyond their control especially in the 
cas a) rf H or \ A processing cl lays should be cvliven extensions of 
me within which to file their papers and have use of the commit- 
ments for which they have paid, 


Both bills now before the committee would accomplish this, but in 
qaill ent degrees 
a : 


75 would extend outstanding contracts for 1 vear and would 
revive some contracts that have already expired and extend these for 
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lifving provisions 


1 vear from the date of the bill’s enactment The qua 
in the bill which restrict the types of contracts to be given a new period 
of life are particularly important 

As drawn, 5. 1575 provides that such contracts are revived if the 
holder ‘failed fully to exercise his right to sell mortgaces thereunder 
solely because of his inability to deliver such mortgages prior to the 
expiration of his contract.’”” We understand this to mean that exten- 
sions would be granted if the reason for failure to use the contracts 
during their l-vear period is that the holder (and we understand this 
to mean either lender or builder was unable to use them because of 
delays encountered in the actual building and development, including 
processing of the necessary papers. 

This would preclude the revival of any contracts which were not 
used by their holders because, as a matter of choice, other finan¢ 
became available to the holder and was utilized by him. Admi 
tratively, we would assume that FNMA would require some type 
of evidence that the holder had been unable for reasons beyond his 
control to submit the necessary guaranteed ot sured mortgage 
within the 1-year period of his contracts. 

We agree that some safeguard is necessary to limit revival of com- 
further provision for insertion in S. 1575 to require the holder of the 
contract to designate in writing to FNMA within 30 days from tl 
passage of the act the houses to which the 1-for-1 contract is to be 
applied, which houses must have been the subject of FHA commit- 


mitments to “hardship” cases. The committee might consider a 


H 
ments or VA certificates of reasonable value dated prior to March 1, 
1955. This would pin down the extension to specific cases and pre- 
clude further applications for extension at a future date 

We feel that the provisions of S. 1575 are somewhat better adapted 
than S. 1645 to the varying circumstances which have come to ou 
attention in connection with this subject. 

We respectfully urge the passage of S. 1575 

(Appendix A to Mr. Goodvyear’s prepared statement is as follows: 


APPENDIX A. ExceRPTs From Testimony, £1 REI D ys IN FHA 
AND VA Pro ESSING 


‘re of Massachusetts bv A VA Deput Ad 
trator, Congressional Record, June 17, 1954, page A4475 


Prot letter to Mrs. Rowe 





“This enormous increase in the loan guaranty w« load has 1 ed in back 
accumulating in practically al) regional offices with the r t that ve ans ha 
been delayed in proceeding with their plans to acquir es, and t 
a delay in the issuance of certificates of reasonable to b 
resulted in delay in the construction program throughout the yuntry In or 
to alleviate this situation, regional offices have been aut rize to spend funds 
for overtime work in the loan guaranty divisions Where possil emplovees fro: 
other divisions have been detailed to the Loan Guaranty D a 1 reé na 
offices have been authorized to employ additional people to the extent that, a 
tore the authorized employment fer the Loan Gua D 378 
excess of tre nun ber of emplovees containeg | the 1955 | ldggetl request a 
amended in the Senate. Requests are being received daily for increased numb 
of personnel for the loan guaranty activity in the various regional offies 
come the backlog which is as much as 3 months or mor some offices, a 
continue on a current basis with the increasing worklcad 

Fr ym VA testimony before the House A ppropriatio s Sul ? ittee on | 1 
pendent Offices, hearings on the independent offices appropriat s for 1956 
part 2 

Mr. Ralph Stone, VA Deputy Administrator (at p. 1103 The loar 
program, as everybedy knows, has expanded and gone eyond any expecta- 
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tions this past year. It appears that money continues to flow from the lenders 
as it has been, and that it will go in just about the same way that it has during 
the past vear All of our offices are ‘ammed with work. We haven’t been able 
to staff them properly, haven’t been able to find the trained personnel or even 


e to train people to do the analysis work, the appraisal work.” 
Mr. Thomas Sweeney, VA Assistant Deputy Administrator in charge of Loan 


We have had an unprecedented workload in our office for the last 8 or 9 
t What you state is true that due to the filing of appraisal requests and 
applications with the sections we just do not seem to be able to get an adequate 
number of trained personnel in there, although we have increased the number by 
600 or 700 in the last 8 or 9 months, but these is a flood of applications and appraisal 
equests backed up in our offices. We have tried to streamline our procedures 
and we have advised our offices to streamline and to move alcng, but we still 


| notice this budget has a request for 3,150 emplovees, and we are at 3,400 now. 
We are trying to utilize as well as possible the personnel that we have available 


to do our work, but there is still an indication that in this spring and this summer 
( ll still have a backlog”’ (p. 1266 
From HHFA statement in support of increased appropriations in the Supple- 
mental Appropriation Act, 1955, January 1955 
rhe volume of mortgage insurance applications has almost doubled in the 
past veal During the 3-month period September through November 181,000 
t applications were received. In the corresponding period a year ago only 
94,000 t applications were received. 
Che response to the liberalized home mortgage terms provided by the Housing 
Act of 1954 has been very strong. During the 6 months prior to approval of the 
He g Act home mortgage insurance applications were received at an average 
annual rate after seasonal adjustment) of 532,000. In the 3 months since 
approval of the act the average seasonally adjusted annual rate of receipts has 
been 741,000, an increase of approximately 40 percent \s the new programs 
for servicemen’s mortgage insurance and for urban renewal housing de\elop, 


further heavy increases are expected.” 


From housing agency testimony before the House Appropriations Subcommittee 
on Independent Offices, hearings on the independent offices appropriations for 
1956, part 2 

HHFA Administrator Cole (at p. 1320): ‘“‘The administrative and nonadmin- 

trative expense estir es for the Federal Housing Administration show marked 
Inere f as a result of the tremendous acti ity brought about by the high rate 

new hon COT tril On Al d the effecti eness of the new mortgace insurance 
terms included in the Housing Act of 1954. Thanks to the prompt action of this 
committee when the ew Congress convened, the FHA is gradually working its 
way out of the crisis which occurred when the new Housing Act was passed and 
when the expandi olume of demand for FHA assistance virtually swam] ed its 
field offices in the fall and early winter. 


Mr. THomas. August or September of the calendar vear 1953 is about when 
aie 


you prepared your budget estimates for the fiscal year 1955 (at p. 1327 
Mr. Coir. That is 


rioht 

Pihiib, 
Mr. Tuomas. All of the housing agencies, including your office, FHA and 
Veterans missed their guesses by anywhere from 20 to 25 percent; did they not? 
Mr. Cotre. They missed their guesses. I do not remember the percentage 


Mr. Tuomas. Well, they were way low. 
Mr. Cour Thev were quite low.” 

FHA Commissioner Mason (at p. 1472): ‘Public response to the new act has 
been prompt and vigorous. The volume of unit applications for FHA home 
mortgage insurance is now about double the level of a year ago. The increase 
in business was so rapid and so great that FHA has faced this year an emergency 
situation with serious backlogs developing throughout the country. The Con- 
gress, through Public Law No. 3 which was approved by the President, January 
25, 1955, has given us the budgetary authority to meet this workload. We are 
working as rapidly as we can to bring our facilities in line with the volume of 
business.”’ 





—E 
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Senator SPARKMAN. Do either one of you other gentlemen have 
anything to add? 

Mr. Cotton. No. 

Mr. McGratu. No. 

Senator SPARKMAN. Let me ask you just one question before turn- 
ing you over to the other members of the committee. In view of your 
suggestion about making an application within 30 days, or filing a 
statement within 30 days, would a year’s extension be required, or 
could it be shortened to 90 days, for instance? S. 1645 provides for 
90 days. 

Mr. GoopyEAarR. We do not believe 90 days would be quite long 
enough, Senator. 

Senator SPARKMAN. In other words, you do require a period of time 
after completing the projects. You actually have to deliver the mort- 
gage, do you not? 

Mr. Goopyrar. That is right. When the mortgage is closed and 
the purchaser signs his papers, it is necessary to get that mortgage 
insured and guaranteed by the FHA or VA. It sometimes can take 
as long as 30 to 45 days before you have your guaranty and can sub- 
mit it to FNMA for purchase. 

Mr. McGratu. May I say a word? 

Senator SPARKMAN. Yes. 

Mr. McGraru. Really just out of curiosity, and in preparation for 
this hearing today, on Monday of this week we sent a telegram to 
some of our associations asking a number of questions as to what 
the situation is today in backlogs in their offices. Of course, to some 
degree you get a prejudiced answer because after all, the builders 
are replying to us. However, it seems to me it is information you 
might be interested in, and I have had it duplicated. There are 
some 53 cities that we received replies from. 

Senator CapeHartr. What does that reply to? 

Mr. McGraru. It is a reply to a telegram we sent to our associa- 
tion where we asked the following questions: 

What is the average time required to obtain FHA and VA 
proposed construction cases today? 


apprevais on 


That is this week. 
What is the time lag on compliance inspections, especially finals by both 
agencies? 


What is the amount of delay on the approval of FHA and VA mort 


azor 
purchasers? 


That is the home buyer. Finally, 

What is the delay being experienced by mortgagees regarding FHA insurance 
and VA guaranty after the closing papers are submitted? 

We tabulated the replies, and in many cases, as you can see, they 
are a substantial number of days. The figures are all in days. 

(The telegram and tabulation follow:) 


TELEGRAPHIC SurvEY FHA-VA TimMeLAG IN PROCESSING 
(Telegram to executive officers, local associations in cities where FHA and VA 
offices are located:) 
ApriL 18, 1955. 
Following information urgently needed for Senate committee hearing Wednes- 
day morning, April 20: 


Item 1: Average time required to obtain FHA and VA approvals on proposed 
construction cases; 
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Senator SPARKMAN. It is interesting to notice that the longest 
period of time seems to be 191 days in Los Angeles and Long Beach 
The next is Casper, Wyo., with 182 days. It looks like the next is 
Indianapolis with 177 davs, and Phoenix, Ariz., 174 days 

Senator Carpenartr. What are those days? 

Mr. McGratu. Mr. Goodyear has not seen this. It has just been 
delivered to me at the committee hearing today. 

Mr. Goopyerar. It is the time from when an application is filed that 
the lender submitted to FHA for processing to the time FHA issues 
their commitment to the builder. 

Senator CapeHart. It is 177 days from the time he made his 
original application until he got his mortgage? 

Mr. Goopyrar. His commitment. 

Senator CareHAart. His commitment. What causes that delay? 
Is the 177 days in Indianapolis, for example, the time taken for every 
application? 

Senator SPARKMAN. Not necessarily. 

Mr. Goopyear. It is the average time. 

Senator Carpenart. The average time it takes to get an application 
processed. What is the best rate, and what should be a fair time 
for it to take? 

Mr. Goopyrar. About 2 or 3 weeks. 

Senator SPARKMAN. Omaha, Nebr., is 32 days 

Senator CApEHART. Are you sure that this 177 days is the average 
time required? Let me see that question. I am a little suspicious, 
as vou know. 

Mr. McGrarnu. Senator Sparkman read the last total figure. 

Senator SpARKMAN. Total overall. 

Senator CapEHART. Overall total. What do you mean by that? 

Mr. McGraru. It is just a tabulation. 

Senator CapenArt. For example, how many people told you in 
Indianapolis it took 177. days? 

Mr. McGrartn. I do not believe it did take 177 days, Senator. 
Senator Sparkman read the final figure here. 

Senator CaPpEHART. That is what I am trying to find out. What is 
the final figure? 

Mr. McGraru. We sent a telegram to our association just for 
curresity, to ask them just what the situation was today. The 
answer that is tabulated here is the reply we received from the 
Indianapolis office. 

Mr. Couron. I think that that total is the total elapsed time of 
processing the project at FHA and not the time for the mere granting 
of the commitment. Is that not correct? 

Mr. McGrarnu. Yes. 

Mr. Co.tron. That is the sum total, as I understand it. 

Senator SPARKMAN. It is. It is obtained by adding item 1, which 
is new approvals—and that is the VA, you notice 

Mr. Cotton. That is the commitment time. 

Senator SPARKMAN. And the inspections, purchasers, and closing. 
In other words, it is the overall time. 

Mr. Cotron. Consumed in getting all aspects that have to be 
approved by either FHA or VA, and separately totaled. 

Senator CaPpEHART. Why is there so much difference in the number 
of days required? 
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Mr. Cotron. I could not tell you. It is a difference in the staff 
and the volume they handle, and all of the various items. 

Senator Caprnarr. Have you ever had any such records as this 
before? 

Mr. MeGraru. I think in 1952 we asked for a survey, and again 
in 1953, I think. 

Senator Capenart. Have you the same survey for 1952? 

Mr. McGraru. I think it might be in our files. 

Senator Carpenartr. Could you furnish it to our committee? 

Mr. McGraru. Certainly. 

Senator CapeHart. Exactly the same survey. 

Mr. McGraru. I do not know but what we did submit it at the 
time 

Senator Capesarr. Will vou submit it again? 

Mr. McGraru. Surely. 1 will be glad to. (See p. 36.) 

Mr. Cotron. The Senator understands this is presented not as a 
criticism of the offices involved, but in an attempt to show that the 
time factor in getting these projects through was very important in 
many cases. 

Senator SpaRKMAN. I think it was pertinent to the question I asked 
as to how much time you needed. 

Senator Capenart. What I want to know is whether it is good or 
bad, or whether the same timelag was there 5 years ago, and 10 years 
ago, and 15 years ago, and 5 months ago. 

Mr. McGraru. No, sir. 

Senator SparKMAN. I think you will find it fluctuates according to 
volume. 

Mr. McGrarnu. That is correct. It is an illustration of the current 
problem being experienced in both agencies. I think I am fairly 
accurate in saying they have made considerable progress in the last 
6 to 10 months in clearing up some backlogs through the appropria- 
tions that have been given to them. 

Senator Capenarr. Can you furnish us with, and put in the record 
here, the exact communication you received from each of your offices? 

Mr. MecGrartn. I can do so. 

Senator Caprnart. Will you do that? 

Mr. McGraru. I do not have them here. 

Senator Capenart. Will you furnish us the exact communication 
you received from each of your offices? 

Mr. McGrarn. Yes, sir. 

(The telegrams referred to will be found in the files of the committee.) 

Senator CAPEHART. Because I still do not understand these figures. 
Maybe I will later, but I still do not understand them. You have 
“new approvals” “inspections” “purchasers” and “‘closing’’ and ‘‘over- 
all total.’”’ Let us take Birmingham, Ala., for example. How did you 
arrive at the figure of 78 there? 

Mr. McGrarnu. It is an addition of the VA figures to be found under 
totals 1, 2, 3 and 4. 

Senator Caprenarrt. Is that a total? 

Senator Payne. Yes. 32, 6, 28, and 12. 

Senator Caprenart. And that means what? What is the first 32 
then? 

Senator Payne. That is Birmingham, under VA. 

Senator Caprenart. I know that, but what does the 32 mean? 
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Mr. McGrartn. It means it takes 32 days, which is the average 


32 
time required to obtain a VA approval on a proposed construction 
case. 

Senator CAPEHART. 32 days? 

Mr. McGrartnu. Yes, sir. It is keyed to our telegram 

Senator CAPEHART. 32 days to do what? 

Mr. McGraru. To obtain the VA approval on a proposed construc- 
tion case. 

Senator Carpenart. A VA approval? 

Mr. McGratu. Yes 

Senator CaPpeHART. What does the 6 mean? 

Mr. McGratu Under either FHA or VA it is the timelag on com- 
pliance inspections, especially finals 

Senator CarenAartT. What does the 28 mean? 

Mr. Cotron. Approval for purchasers 

Mr. McGraru. That is the number of days required to obtain an 
approval on a home buyer once he signifies he wants to but the home. 

Senator CarEHART. What is 12? 

Mr. McGratu. That is the delay being experienced by mortgagees, 


that is, the lender, regarding obtaining the VA guaranty on the closing 
| papers after they have all been signed 
: Senator Capenart. Do they all run simultaneously so that you 
. should get a figure of 78? 
| Mr. Cotron. No; they do not. 


Senator CaPEHART. It seems to me the figure 78 is the most 
unrealistic thing I have ever seen. Why would you add 32, 6, 28, 
and 12 and get 78, and leave the impression it would take 78 days to 
put through an application? 

Mr. McGraru. That is the actual fact, Senator 

Senator Caprenart. It is not any such thing. There is no relation- 
ship. Do they run simultaneously? 

Mr. McGraru. No, sir. 

Senator CarpeHart. Then what is the relationship of the 78 to the 
32, 6, 28, and 12? 

Mr. Cotron. It is the total number of days consumed in the 
various processes involved by either FHA or VA. 

Senator Carpenart. But not on an individual application. In 
other words, 32 is the average days required to obtain FHA or VA 
approval of proposed construction cases. It takes 32 days according 
to that in Birmingham. The next figure, 6, is the timelag on compli- 
ance inspections, especially finals, by both agencies. The average 
time required on that is 6 days. The next one is 28 days. That is 
the amount of delay on approval of FHA and VA mortgagor purchas- 
ers. That has nothing to do with FHA at all. 

Mr. Cotton. It is not necessarily total delay. It is the total 
time involved. 

Senator CaPEHART. But the impression was left here that at 
Indianapolis it took the VA 177 days to process an application. 

Mr. Cotton. I thought I specifically stated that was not the fact, 
a few minutes ago. 

Senator CAPEHART. That was the impression that was left here, and 
I will be perfectly willing to leave it to anybody in the room. who 
wants to be fair. It took 177 days at Indianapolis and 182 days 
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a oe ead 
someplace else. My position is there is no relationship to this 78 in 
Birmingham and these other figures. 

\ir McGra tH 


‘perienced in each item follows so that the average delay 
r the second column follows the average delay under the first 


Cie’riLy as ¢ 


Senator Capenarr. In other words, it took 32 days to handle 

\Ir. McGratu. That is rieht 

Senator CAPEHAI But on No. 2 it took only 6. Where is the 
reiationship lye tween 32 and 6? SO that vou would add up a2, 0. 28, 
ind 12 and get 78 

Mr. Cotron. That is the time that the builder would have to 

re on that would necessarily be devoted 

Senator Capenarr. Not on any individual house? 

\Ir. Goopyrar. If you will permit me, I will explain it so you will 

Stand it 


senator Capenarr. I wish you would. 


\Ir. Goopyevar. If I were building a house for vou and I took your 
_ hae a the FHA ld take oo Bir inehs 2h 4 
ipplicatllon to the H. . it would take me 1n pirmMing lam 0 aayvs 

Ling 


nator CAPEHART Let us take 2 days in Alabama. 
ator SPARKMAN. That is the VA. 
\ir. Goopyear. We will take VA in Birmingham. If I took your 


application to VA I would wait 32 days before I got an approval and 

| start your house. After I started your house and fot it ready 

the first inspection, it would take me 6 days before I got it. While 

| building your house, | am getting your case approved for mort- 

y in other words, they are approving your credit and so forth. 
takes me 28 days for that to happen. 


nator Carpenarr. You are going on the assumption you have to 
to the end of 32 and 6, or 38 days, before you make your appli- 
ion tor your mortgage, which you normally do not do. 
lr. Goopywar. If you bought the house, it would run consecutively 
the 32 days perhaps 
ator CAPEHART. What is No. 4? 
Mr. Goopyrar. No. 4 is 12 days for VA. From the date you file 
ur papers and the mortgagee disburses the loan funds and submits 
at to the VA for the guaranty, it takes 12 days from the day he sends 
t off until he gets it back. 
Senator CAPEHART. It is an average total? 


Mr. Goopyrar. That is right. Some run more. I do not know of 


ny that run less. 

Senator Caprenart. My point is I do not think you should add 32, 
28, and 12, and then leave the impression it takes 78 days to get a 
commitment through FHA in Birmingham or 177 days in Indianapolis. 
Senator SPARKMAN. It seems to me No. 3 might telescope with 1 
and 2 

Mr. McGraru. It depends on the date at which the buyer buys the 
ouse; but they do run consecutively, and there is a consecutive 


1] 
aeiany. 


on, 


enator Carpenartr. Mr. Chairman, I suggest we give this compila- 
tion to FHA and VA and ask for their viewpoint on this too, because 
| still do not see how you can add 32, 6, 28, and 12 on these questions 


Senator, they run consecutively, and the average 
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and come up with a story that it takes 78 days on an average to get 
through a mortgage in Birmingham, or 177 days in Indianapolis. 

For example, it shows here at Indianapolis it takes 94 days to get 
No. ag That is ao average time on VA approvals on proposed con- 
struction cases. 

You furnish us with that information and I will check Indianapol 


I know that whole situation out there and I am going to find out just 


why that situation exists. You say in Indianapolis on item 2, the 
time lag in compliance on inspections for VA is 21 days. On item 

the amount of delay on approval of FHA and VA mortgage purchase! 
is 17 de LVS. On No. 4, delay expe rienced with me rigagees regal 
FHA and VA insurance, to get papers submitted in Indianapolis is 
15 days. That is an awfully long time. | 


. t makes a total of 177 days 
for the VA. That on half a year. There is one down in C 


aSdDeEC! 


Wyo., which takes 182 « AVS. That is just not right 
| do not believe vou oug! ht to acd lt iose togvetier 1n order to vet this 


total. I do not think there is any ne ee a between the two, do 
you Mr. Payne? You are a CPA 

Senator Payne. | believe there is a relationship between them 

Senator CaAPEHART. There is? 

Senator Payne. Yes. If ] understand it correctly. Mr. Chairman, 
may I ask a question here? 

Senator SPARKMAN. Go right ahead. 

Senator Payne. First of all, can you submit to the comm 
result of the information submitted here, the dates covering t 
period which this information covered? (See p. 36. 

Mr. McGraru. Yes, sil 

Senator Payne. Because I think it is very important to know the 
particular periods that this particular breakdown covered. 

Mr. McGrarnu. We did this for our own information as well as for 
the committee’s and sent the telegram Monday morning. 

Senator Payne. But you will be able to get the exact periods which 
this covers? 

Senator Caprnarr. My point is, if the Senator will yield, that 
these figures overlap. In other words, you are 100 percent right on 
your 78 at sirmings ‘ham if vo must wait lor eX: ple, on No. 1 the 
average tim e required to obtain FHA and VA approvals on proposed 
construction cases; if you have to wait enti you get the construction 
approval and then if you have to wait after that until you get the 
inspection, and then if you have to wait after that until you get the 
approval of the mortgagor, oa then if vou have to wait after that 
until you get the matter through the insurance company. 

But those things all go along together 

Mr. Corron. Senator, they do not go along. Those processes are 
separate periods of time. ‘They do ove rlap for part of the construction 
pe riod. You are correct with respect to that. 

Senator CAPEHART. You mean there is no overlap in those four 
items? 

Mr. Cotton. No, sir. They are all separate processes in the FHA, 
and none of them can take place until the previous one has already 
been cleared. So they are consecutive, and it is a correct total of the 
time involved. 

Senator SpARKMAN. But part of it can take place while construction 
is going on. 
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Senator Carenarr. That is my point 

Mr. Covron. For example, the approval of the purchaser may 
take place while some part of the construction is going on. . 

Senator Capenartr. That is why I do not think it is quite right 
to add them together to get 78 or 177 

Mr. Couron. Of course, the total means nothing except to show 
the time that necessarily is involved in this process, and only by 
relation, perhaps as you have suggested, to other periods of time 
The testimony of both FHA and VA heads with respect to that, 
before various committees, was that there was an unusual delay, 
and that they have sought extra funds to try to cut it. é 

Senator CaApEHART. But you have Long Beach with 191 days. 
That is just an awfully long time. 

Mr. Coutron. | know from my own knowledge of my own clients 

is not unusual. 

Senator CAPEHART. It ought to be corrected. 

Mr. Couron. Oh, surely, and it probably is being corrected to 
some extent 

Senator SPARKMAN. Senator Payne, do you have any questions? 

Senator Payne. Let me ask a question to see if 1 am correct in 
my analysis of these figures. What you are showing here in effect 
are the four distinct steps that have to be taken in gvoing before the 
appropriate agencies by the builder? 

Mr. Coutron. That is correct. 

Senator Payne. From the time vou initiate the project right through 
to the final closing? 

Mr. Coutron. Right through until the obtaining of the insurance 
endorsement, or the final certificate of guaranty. That is correct. 

Senator Payne. There may be a break of time in between step 1 
and step 2? 

Mr. Cotron. That is correct. 

Senator Payne. Which is not recorded here? 

Mr. Cotron. That is correct. 

Senator Payne. During that particular period of time they are 
working on the project? 

Mr. Cotton. That is correct. 

Senator Payne. But during the time you initiate, let us say on 
item 1, this is the average of the number of days which expire between 
the time that you initiate and you get approval of your step 1? 

Mr. Cotron. That is correct. 

Senator Payne. Then a period of time elapses and you start on 
No. 2. Then there is a period of time in which that processing takes 
place. Then you do the same thing on Nos. 3 and 4. What you are 
showing here in your total figures of the total overall number of days 
is the average number of days in which timelags take place, that 1s, 
the processing time that is actually required under these various 
setups from the time you start the thing up to the time you consum- 
mate the mortgage arrangements. Is that correct? 

Mr. Coron. That is correct. As taken from this survey. | 
would say in some respects this may be underestimated because it 
only shows the lag on inspections. The FHA has at least three 
inspections, and if this is intended to mean the lag is 6 days on each 
inspection you can readily see there is an additional time not counted 
in here. 
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However, the point was not to criticize either of the offices, but 
to show, as Senator Payne said, the necessary time devoted to this 
and what the builder had to figure on. I think probably one of the 
most significant figures is the final one after the builder has done 
everything he can, and closed the loan. In some of these cases it 
takes as high as 45 days on the first batch before he can actually get 
insurance endorsement. 

Senator Capenart. Is it always the FHA’s and VA’s fault, or is it 
sometimes the fault of the builder because his papers are hot in order? 

Mr. Cotron. I cannot say that. 

Senator SPARKMAN. Let me say this. In the appendix to Mr. 
Goodyear’s testimony there is testimony given before the House 
Appropriations Cor:mittec in which f think this is largely explained 
furthermore, | think this testimony was clearly pertinent to the 
question I asked about possibly shortening the year’s time because it 
shows, in order to get a mortgage complete and ready to deliver, it 
does require some time. 

Senator Payne. I was going to ask whether or not a 6 months’ 
period might do it. 

\Mr. Goopyrar. Perhaps so. You see, we have qualified this. In 
order to use a receipt, under the testimony we have given it would 
be necessary for the builder to have a FHA or VA commitment in 
hand, so that that delay would not be involved in this new setup. 
So perhaps 6 months would do it. 

Senator SPARKMAN. And by requiring him to give that statement 
in 30 days you certainly put everybody on notice in that length of 
time that this is a home loan. I tried to write it into my bill but | 
am certainly in sympathy with the stand taken by the Housing Ad- 
ministration and by FNMA to the effect that there ought to be safe- 
guards so that people cannot simply peddle these things around. 

Mr. Goopyear. Yes. 

Senator SpPARKMAN. Do you think the other standards to be written 
into the bill can safeguard that, or do you think the 30-day proposition, 
plus what is already in the bill, will do it? 

Mr. Goopyrar. In our testimony I think so; ves, sir. I think it 
will take care of it. 

Senator SPARKMAN. Is there anything further? 

Senator CapEeHART. Yes, sir; S. 1575 does not require a showing of 
hardship. It simply permits the refinancing of the whole $82 million. 
Do you think we ought to limit it to hardship cases? 

Mr. MceGrarn. The bill has a phrase in it which says that the 
builder must have been unable to deliver the mortgage; and we would 
assume FNMA would require some evidence. 

Senator SpARKMAN. He must show it is because of conditions 
bevond his control. 

Senator CaPpEHART. It says: 

Purchase contracts issued by the Association between July 1, 1953, and July 
1, 1954, inclusive, and outstanding on the date of enactment of this subsection, 
are hereby extended for 1 vear from the dates of expiration provided in such 
contracts 

Senator SPARKMAN. It goes over to page 2. 

Senator Caprenart. It continues: 

If the holder of any purchase contract, issued during such period and not out- 
standing on the date of enactment of this subsection 


that is the $24 million not outstanding. 
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Senator SPARKMAN. But go ahead—“failed to fully” 
Senator CAPEHEART (reading 


exercise his ght to sell mortgages thereunder solelv because of his 
to de er such ortgages prior to the expiration of his contract, such 
ract is herel extended for | vear from the date of enactment of this sub 


“MAN. In other words, that would prevent their 

ddling it around. That is a point made 

Senator Capeneartr. That applies only to the $24 million. 

Senator SPARKMAN. $24 million is all thev anticipate at the present 
there will be. They are: ning these other ll take theirs uy 

! | ( leV are assuming these others will take theirs up 

~ ‘ *(‘ap TART We ‘oo | } ‘rested he har bya ‘|AcA 

enatol \PEHART e are only interested In the hardship cases. 

Mr. Cotron. That is correct 

Senator SPARKMAN. Is there anything further? 


Ssenatol Cap! HART Yes You sav on page 2: 


rhe termination of these FNMA commitments is going to immediately thro 

to an already overloaded mortgage market 5107 million worth of mortgages 
*h were earmarked for use of the FNMA purchase contract program. 

Is that the same as the $82 million? 

Mr. Goopyrar. Yes, sir. The $24 million expired April 1, and $82 
llion is the balance 

Senator Caprprnarr. That gives vou $107 million Could you 


rnish us the name of the man in New Orleans who wrote this letter? 


Mir. GoopyEAR. Yes, su 
Senator Caprenarr. Will you put that in the record? 
Mr. Goopygar. Yes, sir 


The letter referred to follows 


OBLEY J. GELrI & Son, 


~ 
~ 
2 mes are 


Dar Mr. Di M ‘: IT am passing on some information to you which, i 
1101 somet that should come to the attention of national head j 
I feel confident that you will find similar situations existing in many 
ry of this cou oweve I will refer solelv to a situation that I am 
il il i 
I nany ( renees of the U nited states Crovernment have been piead 
Vil the hon builders to build more houses for minority groups, and during 
the time thev were pleading, their plea was unheeded because of lack of 
In 1953 a method was evolved to aid the home builders with the ' 
f this type of development, i. e., the commonly known FN MA 1I-for- i 
|, personally, interested some of the builders in this area to start developments 


nd using FN MA eredits. After land was acquired, plans prepared and } 
1 - ial iOng delays in processing deve loped in FH \ locally 

to the investigation of that ageney, which resulted in a real handicap to the 

eloper who knew that his FNMA commitments expired 1 year from date o! 
ist Regardless of the pleas and explanations to FHA officials, nothing 

he done to speed up the processing of these cases After houses were sold 

| individual applications were submitted covering the purchasers, FHA advised 


could offer no assistance as they were under specific instructions to give 


preference to any case and that the same would have to be processed in the 
rT ‘ ve 1 

could go on for hours telling you the injustice done to builders by the failure 
of Federal agencies to recognize the existing serious problem in connection with 
evelopment of minority housing, but I think vou are familiar to a great extent 
with some of these problems as I am sure you have heard the same cry from 
other area 


Ee 
—— 
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In the New Orleans area, there was project with 256 units, another pre 
with 137 units and a third project with 94 units, all single family dwellings repr 
senting several million dollars of FN MA credits, and it is now evident that unles 
the Congress acts immediately to reinstate and extend the outstanding FNMA 
credits, the builders will find themselves with FHA and VA PAGES ¢ t 
housing which, undoubtedly, would have to be sold at heavy discounts 

I can assure you that I will make it a point to advise any builder or develop 
who discusses minority housing with me of the pitfalls which they face if 
attempt this type of so badly needed develo { 

I think you will agree with me that this ty yf situation is no hat one i 
expect in a country like ours. If there is : formation you hav« hi 1 
change my feeling in this matter, I would appreciate hearing from you at yo 
earliest convenience. 

With kindest regards, I am, 

Very truly yours, 
; RORLEY J CEI i 


Senator CAPEHART. Could you furnish us with the names and 
addresses of all or Many of these so-« alled hardsl ip cases? 

Mr. GOODYEAR. No. sir. The only wav we co ld do if would be 
making our own survey. We have letters and telephone calls from 
our members, but we can go into action and get you a list 

Mr. Cotton. What you have is not a complete list? 


Mr. Goopyrar. No, but we can probably get you one. We can 
certainly get you those members of our association in that category 
Senator Capenart. I think it would be well to have it, don’t you? 


I do not know why it is not possible to get a list of everybody 
involved; at least in the $24 million. 

Mr. Goopyrar. We can send out wires on that 

Senator SPARKMAN. They said they can furnish that 

Senator Capenart. You can furnish that? 

Mr. Goopyear. Yes. 

Mr. McGratru. FNMA said they can furnish it 

Mr. Goopygar. Yes. 

Senator CapenAart. I understand they can furnish the names of 
those to whom the commitments were made. However, they do not 
know the builder involved. If they give you the names of these 
commitment holders, can vou go and get us the names and addresses 
of the builders? 

Mr. McGraru. The only difficulty in that is, as FNMA deseribed, 
they deal only with lenders. 

Senator CaprHartT. But they are going to give you the names of 
the lenders. With the names of the lenders, and with the organization 
you have, can you not secure that? 

Mr. Goopyrear. We can try. 

Mr. Cotron. We can probably get something. Whether it would 
be complete will be difficult to say now. 

Senator SPARKMAN. Let me say there has been handed to me a 
statement by Senator Magnuson for inclusion in the record. He ts 
the author of S. 1645, and unfortunately, is not able to be here this 
morning because he is attending another committee meeting. He 
starts off his statement by saying: 

I have received communications from approximately 130 firms or individuals 
in the State of Washington alone asking for the extension 
He lists them by name, so that is some help, anyway 

Senator Capenart. Yes. That is what I am looking for. 

Mr. McGraru. It might well be. 
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Senator Caprenarr. And vet according to vour records Indiana is 
77 davs behind 

Mr. Cotron. But these receipts were only used in areas in which 
mortgage money was particularly scarce and it may not have applied 
LO Indiana 

Senator CAPEHART. I guess that is right 

Senator SPARKMAN. | have not received more than 2 or 3 from 
\labama | have received more from the Pacific Northwest than any 
other area of the country . 

Mii (,OODYEAR The west coast primarily and the deep South 

Senator Carpenart. Maybe from outlying sections. 

Senator SPARKMAN. First, it was where credit was scarce pri- 
arily hat was the area it was supposed to reach originally 
\Ir. Cotton. Yes 
The follow ine’ was later received for the record: 


NATIONAL ASSOCIATION OF HomME BUILDERS, 


Washington, D. C.. Ap > 1955 
J H. YInGui 
( S Banking ( é Committee 
United States Senate, Washington, D. C 
1) \irn. YiInGuine: At the hearing on Wednesday, April 20, on S. 1575 and 
S. 1645, members of the committee asked for additional information in the course 
mony given bv representatives of the National Association of Home 
B lers Accordingly, enclosed is the file of telegrams upon which was based 
e compilation of data on FHA and VA delavs, which chart was presented 
I yr the testimony \n extra copy of the chart is enclosed for the reeord 
ive been unable to find in our files records of surveys of FHA-VA processing 
i made in prior year I am informed that these were made during the 
{ ational Association of Home Builders board of directors’ meetings 
apparently the questionnaire forms were not saved after adjournment of 
eting However, we are advised that records of the FHA-VA will show 
average time required under more normal conditions during 1952 and 
19 t tems mentioned in the enclosed compilation were as follows: Item 1, 
6 to 10 davs; item 2, usually within 1 or 2 days; item 3, from 4 to 6 davs; 
t, from 2 to 4 days; overall total, 2 3 weeks . 


to 
I believe Senator Payne asked for the time periods covered by the data in the 


chart \s indicated in the testimony the delays are those currently being 
perienced in the various offices \s the telegrams indicate, in some instances 


ey represent averages tained from builders in the area and in other instances 
iverages btained from personnel in the FHA-VA offices themselves 
By way of further explanation, the time lags shown under each item represent 
average number of days’ delav experienced by builders before, during and 
ter completion of construction with the several stages as follows 


| ¢ 7 quired io obtain / HA and | | approvais on propose 1 


he time required from the day an application is filed until the FHA 
or VA certificate of reasonable value is received by the builder 


( ruction cannot start until a commitment or CRY is issued. During most 
1954, especially the latter half, and also during January and February of 1955, 
eve the delays were even greater due to larger backlogs of applications oa 

j 7 ( 1 > om pliance } spect ONS esper ally finals by hot} agencies 
Three pliance inspections are required during construction. Thus, the time 
lags she ere are probably conservative estimates Jesides waiting for issuance 
at tment or CRY, the builder must also delay starting construction on the 
til an inspection is made of the excavation for the foundation footings 
(Additional delay is experienced, of course, if there is a time lag before obtaining 
1 inspection after request is made during the construction Finally, 
pay-out o1 e insured loan cannot be made until a clear final inspection is 
eived Chis is made after completion of the construction including all offsite 
provement l figures shown under item 2, therefore, may represent the 


IT 
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total number of days’ delay in obtaining all three inspections, but in all likelihood 
In Many of the replies the higure represents delavs being experienced W h each of 
the inspections. 
Item 8. Amount of delay on approval of FHA and VA n t or purchasers 

This is the time necessary to obtain FHA and VA approval of the prospective 
home buver. If the property is not sold until construction is completed, this is 
wholly an additional delay, and this occurs in a large majority of instances 
However, if the property is sold before the construction is completed this processing 
may run concurrently with construction inspections and completior Of course 
if the buyer is rejected, then double this delay time will be experienced 
lten 4 Delay exrperve need hy mortaqagees ( 12? FHA S rece u VA 


quaranty afler closing papers are sult led 


This is the time required to obtain FHA endorsement or VA guaranty after 


the property has been satisfactorily approved by the agency, after disbu t 
of the loan proceeds has been accomplished al 1 alter the closing papers, W 


approval of home buyer completed, have been submitted to the agency FNMA 
will not purchase a mortgage until it has received the FHA insurance endorse- 


ment or VA guaranty Cherefore, in relation to the FN MA one-for-one contracts, 
this is the time lag experienced by builders and holders which is 100 percent a 
matter of processing, which increases the actual overall time required to com- 


plete the entire transaction before consummation of the FNMA contract. 


Last item: Overali total 


This is the total time being experienced by builders in delays during the four 
stages of processing. As indicated in our testimony, the only instance at which 
the delays can run concurrently is if approval of the prospective home buyer is 
processed during and received before completion of construction With this one 


exception, the overall time lag figure is the additional number of days consumed 
by FHA or VA processing, from date of application to final completion of trans- 
action. These current figures are pertinent because we believe the delays were 
considerably longer during the months when the outstanding FNMA 1-for-1 con- 
tracts were being relied upon by home builders and home purchasers 

As we testified, we will be very happy to do all that we can to obtain the names 


of the builders who would benefit by passage of this legislation Upon our receipt 
from FNMA of the names of the holders (lenders) of the expired FNMA 1-for-1 
contracts, we will contact these holders and ask for the information which we will 


then supply to the committee immediately upon receipt. 
Sincerely, 
JosEpH B. McGratnu, Legislative Director. 

Senator SpARKMAN. And secondly, they came also from those areas 
where for various causes delays occurred in processing these cases last 
fall, before this additional money was made available at the beginning 
of this Congress. 

Senator CAPEHART. Senator Sparkman, I[ find that the 130 firms 
are not firms involved, but just names of real estate people who 
joined in a telegram to Senator Magnuson. They are not 130 people 
who are part of the 82 million. They are just realtors out there who 
joined with others in saying that they think the legislation ought to 
be passed. They have not been affected themselves individually. 

Senator SPARKMAN. Well, they may have been. Any quescions, 
Senator Payne? 

Senator Payne. No. I have just one observation, Mr. Chairman. 
If I understand it correctly, I think it was the intent of the Congress 
in the bill that was passed, for this matter to be extended only for 
1 year. But I think out of a sense of fairness if there are hardship 
cases, cases that definitely believe they were going to be able to come 
under the provisions of this, and due to circumstances beyond their 
honest control as a result of the backlog of work because of the 
tremendous buildup of construction that took place by virtue of the 
law that went into effect—about which we have the testimony of the 
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FHA and the VA to the effect that they just could not anticipate 
the load they were going to get and that there were delays that took 
lace—then in those cases where hardship is definitely facing the 
lustry and where they have honestly complied and tried to fulfill 
their part of the bargain I would certainly feel that the Congress and 
he administration of the agencies should certainly see their part of 
bargain was also fulfilled. That is the only observation I have. 
Senator SpARKMAN. Thank you very much. The statement by 
5 or Magnuson and the attachments will be included in the record. 
Phe statement of Senator Magnuson and attachments follow: ) 


( WaRREN G. MaGnuson, A UNITED STATES SENATOR FROM T! 
STATE OF WASHINGTON 


e re 1 co nications from approximately 130 firms or livid 
Stat Wasl yn alone asking for the extension of the purchase certifi 
Feder National Mortgage Association known as one for one 
\ i isk that those certificates now expiring be extended for 99 
lela FHA and VA on their applicati me delays hav 
l as x from 3 to 4 months 1 process ithers about 5 weeks i: 
\ 000 applications in process Che rea s ad t follow 
ted 
) the VA offie ) Seattle and inadequate allotment of 
\ ork, with peak peri during certai asons of ea 
key personnel have resigned from the VA office during the last 2 years 
\ unable to replace these emplovees entirely 
I acement ade have been unexperienced, and a certain lengt! 
r training before thev can function. 
ithin t taff has slowed down the work in the past 
altors provided sufficient time normally to clos ans and ship them te 
MA Thi ame known that VA could not process commitments withit 
period 
( i program and the pos on of these people due to delays nul 
r statements, the following conditior 
( rit will be lost and home buvers’ deals canceled, giving a serious 
Seri nsequenc ould result for the people who thought they had pur- 
and are awal g loans that will have to be canceled for lack of tl 
oO The public will lose a great deal if commitments under process are 
beeause of the FHA \ backlogs. 
\ serious block to money going into mortgages with the consequent effect 
struction would be dealt a serious blow 
a serious shortage of money for mortgages on residential! con- 
oe re will be a disastrous effect on the GI mortgage market. 
will ope | loor to the discount specialists 
[y t sav that the Veterans’ Administration has denied that it is behind in its 
g of applications in my State; vet these complaints have been coming in 
June of last year as well as now at the end of the FNMA program. In June 
ar, they came from Everett, Seattle, Tacoma, and Vancouver; and I 
ers to the editors at that time being written from those who desired 
in evidences Now Bellevue, Edmonds, Vashon, and Spokane have 
1ined, with more complaints from Seattle In June of last vear, the 
Veterans’ Administration also maintained that they were not behind in their 
essing Yet the protests continue 
\s you know, the FNMA one-for-one repurchase program was established by 
( in the fall of 1953 with the idea that home builders were to purchase in 
ad e contracts that FNMA would redeem within a year after purchase 


When the contracts were puchased on such a Government guaranty to expand the 
home-building field, no one was advised that it would take exceedingly long times 
to process these applications, or that possibly restrictions would be made by 
FHA or VA upon the eligibility of applicants or acceptability of plans, or that the 


Housing and Home Finance Agency would desire to slow up the home-construction 


provera all before the pledges were to be redeemed 
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A A ia UIA hs i re ek ks 
ment are not the basis for extendi1 « the life of these eee te 
in the following light 

“It is our view that FNMA ean hardly be expected wrer 
under which it could be rec uired ny extendi g its contrat 
individual basis, to hold harmless those investors or builders w 
adverse circumstances, or in some cases. conceivably overexte 


have miscalculated their ability to produce, or have overest 





for, and the capacity of the community to absorb, a particular 
within the period of time stipulated in the contra 

Since purchasing contracts fr e Gove 
of redemption with vear s time huilders 
know of to be in the following circun ~ 

| FHA refusal of a pt ce Of apphiecations o1 i Sis 
inits at a time, these units to be constructed throug the f 
before an additional 10 units could be submitted (M t Ol 

Z Added requirements of VA to the effect that e% ive 1 
room must be shown on each plan with return of plans for n ifie: 
1954 In many vears of dealing with VA, builders find 
has been done 

3. Unsuecessful manner or lack of method for exvediti 
ticularly those that have been in process for some time a 
on the purchase contracts is neari 

| have noted it said that home econstru oO i i 1 Aa 
last 12 onths and that there ij concert est thel is 1 ) 
home buying should be restricted when tl langer of 








construction is being somewhat discouraged at preset N 
housing economists feel the nationwide hous iIncrea 
no immediate sweeping action to curb output, and it not 
reports indicate that builders are spending more of eir m¢ 
tion of new houses than in any similar period in history 

Llowevel! to encour’ t ist iO vy pr 
contracts a vear after purchase and then slow doy tl 
through Government processes so that the builders ca yt red 
is not keeping faith 

[It would seem less than fair treatment when the me | 
the Government cannot keep its pledge or that it cannot hold 
investors who have depended upon the Government 
circumstances,’ of the Government making, have el 

Not onlv are they in a seriou position, but those ce ng 
tracted for the and are awaiting for the loans, have 


because of a lack of extension of these purchase contrac 


Mr. Chairman, I would like to insert in the record tv legré 


this subject, which I have just received—along with a long 
and firms who have written to me on the subject 


Senator WARREN G. MAGNUSON, 
Washinaton., Dd. ( 
It is extremely important that outstanding FN MA repur 
| 
ploration dates be extended Because of delay in processing a 


extension is useless It takes 4 to 6 months to close transact 


processing time is 3 weeks, and other steps take a | time 


processing time of a ininimum of 4 weeks 
WESTERN BUILD! 


Senator WARREN G. MaGnuson, 
United states Ne nate Building, Washington, D ( 


Regarding Senate bill 1645 and Senate bill 1575 an exter 
consistent with the original principal of the 1-for-1 program 
FNMA portfolio with new loans at the higher interest rate of 
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oans will be readily marketable at a date in the future and proved to be a profitabl: 
( on behalf of FNMA. VA offices at the present time are processing 
‘ rmal period However, during last 5 months of 1954 and first 2 
1955 strange unforseen delays did exist. Prudent investor or builder 


ing of 1953 could not have foreseen huge demand on part ol FHA VA as new 
Sil passed August 1954 was a major factor in developing this additional 
imme Quality of loans protected as all loans require demand FHA and VA 


I 
rable standards Your bill providing 90 days seems adequately fair in 
ud ting for these unnecessary and unforseen delays and will remove the large 
| by curred in the event the bill is not passed. 


WayYNE E. GUTHRIE. 


ist OF INDIVIDUA AND Firms Wuo Have WRITTEN SENATOR MAGNUSON 
SEATTLE 
S. Delo general manager, Century Builders, 900 12th, Seattle 
Cliff Mortensen, vice president, Nelse Mortensen & Co., Inc., 1021 Westlake 


Avenue North, Seattle 9 
Ralph | Loesch, Mutual Realty, Inc.. 4728 Unive rsity Way, Seattle 5. 
Will FE. Estill, Jr., Crown Investment Co., 7525 Aurora Avenue, Seattle 3. 
Geo. W. Johnson, realtor, 7024 15th Avenue NW., Seattle. 
Russell Jones, realtor, 220 Broadway North, Seattle. 
W. R. MacPherson, MacPherson Realty, 5201 University Way, Seattle. 
North End Brokers Association, Inc., 5305 Roosevelt Way, Seattle. 
Sherman 8. Stephens, secretary-treasurer and general manager, National Mort- 


gage, Inc., 224 Dexter Avenue, Seattle 9. 


BELLEVUE 


Geo. E. Bell, Bell & Valdez. Bellevue 
Rk. Steele, broker, C. Gibson Realty, 10502 Main Street, Bellevue 


EDMONDS 


(Carl F. Lanser, Edmonds Realty Co., 109 Fifth Avenue. Edmonds 


VASHON 


SPOKANI 


russ J. Cozza Construction Co., 6227 North Cannon, Spokane 
Home Builders Association, 2611 North Monroe, Spokane 
Modern Construction Co., North 6605 Division, Spokane 
Town and Country Homes, 714 West Francis, Spokane 
Wayne E. Guthrie, Guthrie Construction Co., 2928 North Nevada, Spokane 21 


Vincent C. Buck, vice president, Western Builders Company, Spokane 
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CONTRACTS 4] 


Seattle realtors protesting end of FN MA purchase certificates and delays in VA 
and FHA offices in State of Washington. 


North End Brokers Asso- 


ciation, Inc. 
John Blake 
Clifton Alright 
Louie McGhee 
Esther Anderson 
O. McCormick 
Mary Bassett 
B. MeIntosh 
Wm. Swanberg 
Foster Pratt 
John Latham 
Leta Burg 
Chas. Best 
Allen Billings 
M. Hawken 
Victor Johnson 
D. Frost 
Robert Case 
Harold Cooper 
Mary Hill 
Samuel Spilk 
Fred Hawkinson 
H. Cross 
Will Estell 
Lafa Lane 
Delores Edgerton 
Carl Lanser 
Harry Enstone 
Robt. Ewart 
Lee Farrell 
Pau) Gertz 
E. Flowers 
Chester Forshee 
Joe Fowler 
Chris Fircke 
Augusta Gay 


C. Johnson 

Chet Stencil 
Walter Lapinski 
E. Wiberg 

J. Haas 

Ralph Henderson 
tay Hinkleman 
Dick Dunmoe 
Eleanor Hunsinger 
Arthur Koch 

C. Hubanks 

E. Hyldahl 

Geo. Johnson 
Ralph Jones 

Don Kennedy 
John Kennedy 
Luch Knupp 
James Walker 
Jerry Blecha 
Wm. McPherson 
Tom MacPherson 
L. Martin 
Murdock MacPherson 
Earl McCoy 
James Mc Mett 
Ralph Mackey 
Marion Larson 
Genseric Deleon 
Marian Martin 
Gladys Martinson 
Wm. Dougherty 
Veda Moran 
Boyd Morrison 
Marie Moss 
Albert LaPierre 
Linton Murray 
Ralph Loesche 


Gene Pearce 

R. Nienaber 
Eva Stimson 
Arnold Eklund 
Mark Natonicich 
Robt. Hepenstall 
Frank Dusek 
James Oden 
Harry Olson 
Bruno Owen 

Roy Kluper 
John Peck 
Horace Peake 
Frank Perkins 
Howard Parker 
Joe ‘Tasson 
Alfred Riggs 
Rusty Rosling 
Carl Runnion 
John Ryan 

Kay Sanwick 
Harold Ullery 
Sidney Smith 
James Smith 
Geo. Spirk 
Marie Stewart 
Conrad Swanson 
Tommy Thompson 
John Carlson 
Ray Trudeau 
Lorraine Tutmare 
Glen Twigg 
Gordon Deering 
tay Walker 
Marguerite Wilkinson 
Clif Baxter 
Dorothy Hoyt 


Senator SpARKMAN. I also have a letter sent us by Senator Chavez 


which will be inserted in the record. 
(The letter referred to follows:) 


‘ ALBUQUERQUE, N. Mex., April 15, 1956. 
Hon. DENNIS CHAVEZ, 
United States Senate, Washington, D. C. 


My Dear SENATOR CHAveEz: As you know, the entire building industry in 
New Mexico has depended heavily upon investments in mortgages in this area 
by the Federal National Mortgage Association. 

Some time ago, a bill was passed which enabled builders and mortgagees to 
purchase loans out of FNMA and thus be assured of being able to return a like 
amount in mortgages into FNMA within a l-year period. Needless to say, 
New Mexico’s builders and mortgagees invested heavily in this device, and much 
of our great housing boom—especially in the smaller communities—has been a 
result of this action. Subsequently, however, due to the great increase in the 
amount of construction, the FHA and VA offices were literally bogged down, 
and, as a result, were unable to perform their functions without long and costly 
delays. The result of this bog down was that the l-year purchase receipts 
bought from FNMA could not be fulfilled in many cases, usually through no 
fault at all of the builder, but due to the delays caused by the Government 
agencies. 
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was brought to the attention of FN MA officials but they refused 
as a result of having pointed out the problem to certain Members 
:, Senator Sparkman recently introduced 8S. 1575, a copy of which is 
1 attached. Hearings will be held on this bill on Monday, April 18. 
s letter is to ask you (1) to support Senator Sparkman’s bill 


( 
¢ 
t 


Che purpose 
nd help us see that it becomes enacted into law, and (2) to urge the officials of 
NMA to make a voluntary extension of 6 months or more on the deadlines of 
purchase-receipts program. I am informed that since the introduction of 
Senator Sparkman’s bill the FNMA officials have decided to take another look 
‘ problem 

behalf of the many builders and mortgagees in New Mexico who have 
heavily heavily in FNMA 1-for-1 purchase receipts (some stand 
as high as $100,000), I respectfully urge you to do everything possible to 
with the above request 
Very truly yours 


‘ 


Dae J. BELLAMAH. 
Senator SPARKMAN. Thank you very much, gentlemen. 
Whereupon, at 12 o’clock noon, the hearing on S. 1575 and S. 1645 
was recessed subject to call of the chairman.) 








